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Statement as of December 31, 2005 of the BLUE CROSS BLUE SHIELD OF MICHIGAN
ASSETS

Current Year Prior Year
1 2 3 4
Net Admitted
Nonadmitted Assets Net
Assets Assets (Cols. 1-2) Admitted Assets
1. BONdS (SCEAUIE D)....cvevrvecernrieeisenseesseeeisesisee et essessssesssesssesssesssssssssssssssesssanens | seesssseenns 2,554,819,960 | ...ovovrevererrereerrrennrneriinns [ erennerinnns 2,554,819,960 | .....cccc.... 2,331,668,806
2. Stocks (Schedule D):
2.1 Preferred StOCKS. ......c.oviieiiceicece st snaens | enernsies e 1,701,479 [ | e 1,701,479 [
2.2 COMMON SIOCKS......ceurveumreenrierrsesrissrasssess s sesssssessssssnssesssesss s sssssssssenss | crsnesienens 1,186,383,562 | .....covvvcvennn. 39,522,623 | ... 1,146,860,939 | ............. 1,023,876,139
3. Mortgage loans on real estate (Schedule B):
BT FIISEIENS ..o [ s | s | e (U
3.2 Other than firStlIENS.........c..cviiiieire e ssissnies [ renieesissiensi e stseninns | resieesissiessise s sisssinns | cesbemseessesse s seenees 0 [
4. Real estate (Schedule A):
4.1 Properties occupied by the company (less §.......... 0
ENCUMDIANCES).....rvvererseeseesesessssesesssssssssssssssssssssassessssssessessasssessesssessessesssnssessesssssnsss | eesessnsnens 181,037,789 | .oooveerererreeeeeieireisenns | reerevieienns 181,037,789 | .ooovvvrenee. 180,835,327
4.2 Properties held for the production of income (less §.......... 0
encumbrances)
4.3  Properties held for sale (less $
5. Cash ($.....(141,334,595), Sch. E-Part 1), cash equivalents ($
Sch. E-Part 2) and short-term investments ($
6. Contract loans (including $
7. Otherinvested assets (Schedule BA)
8. Receivables fOr SECUMHIES.........c..cumiiiicriiiicieirsrsetnrie e ssnessseessssesssninns | crvinreiesisssssiesisnessnienes. | arvinseesinssssesnnesnenss | e 0 [
9. Aggregate Write-ins for iNVESEd @SSELS..........vurirrrerieireee e enenina
10.  Subtotals, cash and invested assets (Lines 1 to 9)
11. Title plants less §.......... 0 charged off (for Title INSUMETS ONIY)........eveerrrerrererrerereineereereinees [ cnerrreeessnressiesnsesssees [ ernriesesnnsesesnnsesennne | ceneennssnsessssnssessnssssssenen [0 SRR
12.  Investmentincome due and 8CCTUEM..........cccoumriiriiniriniiriinieisnssi s | oo 26,008,942 | ..o | e 26,008,942 | ... 18,928,897
13.  Premiums and considerations:
13.1  Uncollected premiums and agents' balances in course of collection.............ccccceveereens [ cerverireirninns 10,162,567 [ .voveerererrrrerinresniens | eereiieieininns 10,162,567 |....cocrvvneee. 15,815,566
13.2 Deferred premiums, agents' balances and installments booked but deferred
and not yet due (including $
13.3  Accrued retroSpective PrEMIUMS........c.c.cvueivevcueisiee st ses e s sssssesnes | evssesssssessesesenes 494,855 | ..o 494,855 | oo [0 O
14. Reinsurance:
14.1  Amounts recoverable from FBINSUIETS............c.couuriirriniiniririeirinsiesinesssisssinesnns | ervisseiesinssnsesnesnsenss. | s | e 0 [
14.2 Funds held by or deposited with reinsured COMPANIES..............ccovevereereieiiiesiieceeens | e | e esssssessseesnes | eresisiesssssseeseessssesssnnd O [
14.3  Other amounts receivable under reinsUranCe CONITACES............courvererinnrierinneinnines | e | e | e 0 [
15.  Amounts receivable relating to UniNSUred PIaNS...........cccuevveveeveeeereieseieseesere e esesiens | eveereesesesnns 81,751,000 | ..o [ e, 81,751,000 | .cooevvvrrrnne 84,181,623
16.1 Current federal and foreign income tax recoverable and interest thereon............c.ccoceeveveen | covvviisireirinnnad 6,387,874 | ..o | e 6,387,874 | .coeovervrernne 7,027,737
16.2 Net deferred taX @SSBL. ..o eees st snesseesssessssesssesssas | cesessssnseenns 113,907,502 | ...ocvoverernn 57,423,618 [ ..o 56,483,884 |......coooernnns 48,225,175
17. Guaranty funds receivable OF ON AEPOSIL.........coceiieciiieiieeie s sesssssesssses [ eresesssssssesssssssesesessssesins | cnesesissesssesesesssssssessene | sessesessessssessssessessesn [0 R
18. Electronic data processing equipment and SOftWare.............cceveveveeriicvnerveresceeeeeeeseens | oo 75,798,520 |..covvvirrrnnee 50,864,535 | ..occverirnnee 24,933,985 | ..o 12,602,819
19.  Furniture and equipment, including health care delivery assets (§.......... (1) USSR ISR 11,859,014 | ..o 11,859,014 [ oo [0 TR
20. Net adjustment in assets and liabilities due to foreign exchange rates..........cccoevenrnernes [ o | e
21. Receivables from parent, subsidiaries and affiliates........c.cccevierrreniinieenineeseieeseiens | e 27,743,245 | ..oveveveieeieieieeiins | e 27,743,245 | .o 17,224,736
22. Health care ($.....79,668,390) and other amounts receivable.................ccocevrvererrereneeerrvreens | corvreesiieninns 90,193,487 | ..o 2,602,181 | .overreereeenas 87,591,306 | ..covovrerennn 168,775,273
23. Aggregate write-ins for other than invested assets............ccovecucvcicieesesesesessesesesssins [ 273,239,403 |...ccvvvnn 102,431,121 | .o 170,808,282 | ......occcvnvv. 80,171,622
24. Total assets excluding Separate Accounts, Segregated Accounts and Protected
Cell Accounts (LINES 1010 23)......cccuvvmmrercrimeeiereeseeesseessesnresssessssssessssssssessssesssesssssssnes | crssessnseens 5,119,952,849 |.....ccoooonue 273,863,871 | .ccovvrenn: 4,846,088,978 | ............. 4,306,811,728
25. From Separate Accounts, Segregated Accounts and Protected Cell ACCOUNES...........ccueeve [ rrrrrrrrersisniisiesesiisieiins [, | e [0
26. TOTALS (LINES 24 AN 25)..........couurreeirieieciineriseeeiseeriseeinsses e ssessessssessssssssssssssessnssssnss | crsseesnseens 5,119,952,849 |................ 273,863,871 |..cooouc.n. 4,846,088,978 | ............. 4,306,811,728
DETAILS OF WRITE-INS
0907, ettt Rttt et | ceeninesst et senns | ettt | e (U R
0902. ..ottt nsssnns | cenrinenst st | frenes e | e (U RO
0903, .ottt st | cetnineset et esnsenns | ettt | reese s (U R
0998. Summary of remaining write-ins for Line 9 from overflow page........c.cccovveveeuvvvevereesvineeies | covereeeseeeceeseeees 0 | oo | el (01 0
0999. Totals (Lines 0901 thru 0903 plus 0998) (Lin€ 9 @bOVE)...........vvvveiveeeriereiieeieeeeeeeeees | e O o0 L (01 IR 0
2301. Miscellaneous Accounts RECEIVADIE. .............cciiiriiiiiiiissssiesssssinens | e 4,279,882 | oo 4,279,882 | ..o (U
2302. Prepaid and Other ASSELS.........cvueiiveciiieiiicisie ettt sss bbb sssssesssns | sesessessessssessans 2,260,649 | ...cceevrerne 2,260,649 | oo [0 SRR
2303. Advances to Providers 142,114,700 33,221,809 108,892,891 | ..o
2398. Summary of remaining write-ins for Line 23 from overflow page 124,584,172 62,668,781 | ..ccvvrrrnnn 61,915,391 80,171,622
2399. Totals (Lines 2301 thru 2303 plus 2398) (Line 23 @DOVE)........vurrerrerinrerssreersreessreersnsssssens | sevesseeesnens 273,239,403 | ... 102,431,121 | ..o 170,808,282 |........cceoevees 80,171,622




sstementzsofoesenver 1, 2055100 BLUE CROSS BLUE SHIELD OF MICHIGAN
LIABILITIES, CAPITAL AND SURPLUS

Current Period Prior Year
1 2 3 4
Covered Uncovered Total Total
1. Claims unpaid (less §.......... 0 reinsurance CeAEd)........cuiuiuereurirereiereeeese s essessssenes | ceveveeniesenad BAT,T49,237 | .o [ e 547,749,237 | ..covvverenes 568,211,728
2. Accrued medical incentive pool and bonus amounts 2.999,997 | 999,997 |
3. Unpaid claims adjustment EXPENSES..........ccueiueriveierieeiieeeisiesiieeese e sssssaenss | oevevseesessenns 57,328,520 | .ovveveereeeeeeeeeeeeieis | e 57,328,520 | ..coooovrrernnn 62,994,853
4. Aggregate health POlICY IESEIVES.........cviiimiriieiieeie ettt snssns | csesseseseeseees 792,487,656 | .....ovverereerrerncenennerncnnens [ eerneininenns 792,487,656 | ....covvvnvnes 591,330,102
5. AQQregate life POICY FESEIVES........c.oviurerreeriienerreinsinseiesseesessessesseesessssssee s ssssssssssssssssssns | sesssssmsssssssssssssssssssessessnnss | eesessmsessssssnssnssesnssssssnsss | sessssseesssessssssssssnsnes (0 R
6.  Property/casualty Unearned Premilm MESEIVE. .........c.ruururemeereereermeeneessersesssssssssesssssssessesses | seuseesmsssssssssssssssssssessessnnss | sessssmsessssssnssssssssnssssssnsss | sessssseessessssessssssnssnes 0 oo
7. Aggregate health ClaIm MESEIVES...........cccvivicieeceecee ettt sessssens | ensesinssesssessesssssssssesinsens | cesiesesisssssssessssessessesenss | soesessssesissesssssesessesenes 0 oo
8. Premiums received iN @AVANCE..........coouiiririiiiesrieiinessiee s sssssessissnes | ertsssissssessonnssssssesssnnssnnses | sevessnnsssssnesnnssnnsinesnnses | e 0 [
9. General eXpenses dUE OF ACCTUBT..........cccveueivieeuieereieiseie s ssense s sses s sessesssssssnnes | sessesinssesanes 135,045,730 [ .o | e 135,045,730 |....coeeoueeee. 115,419,728
10.1 Current federal and foreign income tax payable and interest thereon
(including $..........0 on realized capital gains (I0SSES)).........ccrreeerrmneereeeermmmrreenssnneneereens | nnseeerennrennns 12,958,355 [ ivvvivireercrrernnscnerreenisnns | evveveenernnneee 12,958,355 | ...ovvvvrerenns 54,316,118
10.2 Net deferred tax lIability..........ccovreiiieiiireecirsin s eessssensins [ eessesecssnssinsesssssssnesenins | sesnnesnesssessessssnesseens | e (O
11. Ceded reinsurance premiums PAYADIE. .........ccvurerrrerrerernirnerneiseeseeseseeessessssssesssssssssssssssssnns | sessessmsssssssesssssssssssesssssnnes | seessersssssssnssssssssmssssssnsss | sesssssesssssssssessssssssnes (0 T
12. Amounts withheld or retained for the account of Others.............couverermeevnerinecnerrenennns [ v, 11,815,230 | .vvoeeeerieenenenmneeenes | e 11,815,230 | oo 8,488,581
13. 1,164,451 | | v 11,164,451 | oo
14,
............................................................................................................ (0
15. 13,053,194 | ..o | e 13,053,194 | ..coovvvvvnn. 14,795,558
16, Payable for SECUMHIES. .......cviieieciieiseieicie ettt sssennns | sessesensesanes 207,617,240 | ..ovevereviveeseeieneiens | e 207,617,240 | .oovereeriireeeeereiene
17.  Funds held under reinsurance treaties with ($.......... 0
authorized reinsurers and §.......... 0 UNAUhONZEA IBINSUIES).......cvveevivceeicieeisieseeeeiseienes | ey | e sissessssessessssnns | eevesnssesesses e sesssnees (01 (T
18.  Reinsurance in Unauthorized COMPANIES..........ccuvurrerierirnrinirrereeieeseesneeeessseeseessissnsssssnesns | seesesinsessesessssssssessesssssnnes | seesseressssssnnssssssnsssssnsss | sesssseessssssensessssnssnssnnes 0 oo
19.  Net adjustments in assets and liabilities due to foreign eXChange rates..........coovrreiones | revreeineireieinenereineinenees | e | e 0 oo
20. Liability for amounts held under uninsured accident and health plans............ccccceevveveenes | cverersiennes 162,011,000 [..oovverereieecceireeiieens | e 162,011,000 |................ 153,896,000
21.  Aggregate write-ins for other liabilities (including $.......... 0 CUITENE)...cvoceeeceeereereeeeereeeeens | s 432,837,499 | oo 0 [ 432,837,499 | ..o 493,651,348
22, Total liabilities (LINES 110 21).....ccrerrrerereemmieeiseinieessseeesnsessssesssesssesssessssesssssssssssssnes | seeessseeenns 2,385,068,109 | oooovcvrerceeerireereeenne (U I 2,385,068,109 |............. 2,063,104,016
23.  Aggregate write-ins for special SUPIUS fUNS............corvereereerienienrniecne e seeeseeeeseeeens [ ceereereeen ) 0.9, SRR S 99,9, SN IS (01 R 0
24, CommMON CAPITAl STOCK. ........curreiececeriercecin ittt stsststnes | eebeessssens ) 0.9, SRR IS XXX cvovevirreviens | e [ v
25.  Preferred capital StOCK..........ccocueicviiecicieceete et | erierienaens 9.9, GO TR XXX ocvovevivieniens | e [ v
26. Gross paid in and contributed SUMPIUS.........c.ccevreeririiniiieeeiseseie st sssessessenes | evsesienaens 9.9, GO XXX ctevevivienens | e [ v
27, SUIPIUS NOTES......oovevieeiieieteieee ettt st s s ssnsenas | eviesinsanes 9.9, GO T XXX cvvevivievens | e [ e
28. Aggregate write-ins for other than special surplus funds.............cccoovveveriveeveineenesecens | ceveiiennes 9.9, GO IR XXX ocveveereiiens | e (01 RPN 0
29, Unassigned funds (SUMPIUS).........cuueverererinireriisrissiessiesesesss st sssssessssessessessssssssnsenss | vossessnsens 9.9, GO I )9, GO ISR 2,461,020,869 |............. 2,243,707,712
30. Less treasury stock at cost:
30.1 .....0.000 shares common (value included in Line 24 §.......... 0)eerrrereieerierersseseniens [ e 9.9, GO I XXX oeterevirienens | e [ vseiesessese s
30.2 .....0.000 shares preferred (value included in Line 25 §.......... (0) ISSUSSORPTRRTTSRRUORN [FOPRROON .00, ST XXX cteievirienens [ oo | erneesissssessessenssessssensesas
31. Total capital and surplus (Lines 23 to 28 minus Line 29).........ccccccveuveverrmerenerreessinsissssenns | coviveiennns 9.9, G I ) 9., G [T 2,461,020,869 |............. 2,243,707,712
32. Total liabilities, capital and surplus (Lines 22 and 30)............ccccuerrcviererereeerseierensrisreens | covrerenne D00, S [ D00, S [ 4,846,088978 |............ 4,306,811,728
DETAILS OF WRITE-INS
2101. Postretirement Liabilities..............rvreimrrreiierrseeesesessssessesssnsssessssesssnees | cosneesesseseons 289,834,272 | oo | e 289,834,272 | ...cvvvvvenen 229,989,672
2102. Liability for UNCashed ChECKS...........ucverrererreririeiieniesissesiessssessssessseesssessssessssssenes | onessmensenenens 11,519,007 | oovvieveerirernreinnceenes | v 11,519,097 | oo 11,249,173
2103. AdVANCES t0 PrOVILETS.........corvvrrericrireriniiesissei st sesesssssenssnesses. | cosnesssssesenns 121,497,562 | ..o | e 121,497,562 | ......ccoeee.ne. 200,308,268
2198. Summary of remaining write-ins for Line 21 from overflow page.......c.cccoeververvinreereiene | cvrverinenennnnn 9,986,568 | o0 [ ciiii0..9,986,568 | ..o 52,104,235
2199. Totals (Lines 2101 thru 2103 plus 2198) (Line 21 @boVe).......oovvvesivviiiriicsiisicssiniiies | i 432,837,499 | oo (O I 432,837,499 | ..o 493,651,348
2307, et | eresenenins XXX oevveerereene [ corerenneeons XXX erverereinens [ eereerrinesssssinsenmsesisenien | oevrisessisesmesseesesesessens
2302, R | erereenenens ), 9.0, SR XXX erieerirerinnes | erversnerineessssemssssssssnees | e
2303, R bRttt n s ntentennnes | entensrenean 9,99, GO XXXt | e [ v
2398. Summary of remaining write-ins for Line 23 from overflow page.........cc.ccooevvvevveveeeveneceeeins | covveienee ) 0.0, GO IR XXX eoveveevenrens | e, (01 R 0
2399. Totals (Lines 2301 thru 2303 plus 2398) (Line 23 @bOVE)........ccocueveviiiiericiesiissrcisienens | cvvsieenans D0 S I .00, ST [P (V1 I 0
28071, ettt ennnnn | erstsneenas D .0 Y XXX orveereerneee [ eevreneesmenssmssensessssssnesnes | oovesmseessessssssssssnnssssanees
2802, e | ererienenens ), 9.0, SRR I XXX erieerirerinnes | erversnerineessssemssssssssnees | e
2803, sttt ntentennnes | entensienean 9,90, GO XXXt | e [ v
2898. Summary of remaining write-ins for Line 28 from overflow page.......c..cccovvvvveernrnenrereernnes | covevnernnens )., GO RS 9.9, SN IS (0 R 0
2899. Totals (Lines 2801 thru 2803 plus 2898) (Line 28 aDOVE)........ovverrerrersisieniiniisiesiisienenenes | onesneneneas 0.0, S T .0, N [P R (V1 IR 0




sstementzsofoesenver 1, 2055100 BLUE CROSS BLUE SHIELD OF MICHIGAN
STATEMENT OF REVENUE AND EXPENSES

Current Year Prior Year
1 2 3
Uncovered Total Total
1. MEMDEr MONMHNS......coouiverireii sttt | fenssesssnes ), 8.0 SRR ORI 30,862,149 |..ccoovnirririnenes 31,590,818
2. Net premium income (including §.......... 0 non-health premium iNCOME).......c.cvvuvirerrireesreieseeieessisnes | e, )00 O SRR 5,614,912,576 | ....cccevevrnnne 5,497,184,314
3. Change in unearned premium reserves and reserve for rate CreditS...........coveieeeniinesicneseeieeseens | coeeseissiennes )00 O TN (91,757,554) | ..o 21,216,498
4. Fee-for-service (netof §.......... 0 MEAICal BXPENSES)......cvvrvriererieiieisiieieieissie st ssssessssessesessnssns | sssesssssssesses XXX ttirirerenieins | cevreessissiessss s sssessessens | oesessnssessssessessesessssesssenssssens
5. RISKTBVENUE.......oouiiii bbbt | nebniiasinees XXX tviriiiiinien [ oo | oo
6. Aggregate write-ins for other health care related reVENUES.........c..cccuviveiieiriesece e | cvresssesiennes XXXotvrrreriviens | vveerienesessessssssssnse s 0 | oo 0
7. Aggregate write-ins for other NON-health FEVENUES...........cccveiveiiiririeeeniesiesesessesssessessssssssnenses | sneessssesens s KKK uresnrensersnenens | eoneesissssessassasesssssssessssaneas [0 OO 0
8. Total revenues (LINES 20 7)....cuivevieiiieiieieiieesieieississeseisssssiessss et ssessessssesssssessssessessssssssssessessnsnnses | sonssessessesss XK urreressenseniesies | verevsessessesenes 5,523,155,022 5,518,400,812
Hospital and Medical:
9. HOSPItal/MEdICAl DENETILS. .....vucviiricierises ettt ssens | sbsesenssnseesntstessesenssssessessesnnns | esessessesnsenes 3,805,194,462 | ....ccoovevrnne 3,771,892,400
10.  Other ProfESSIONAI SEIVICES..........cueviveieiieiictciieie ettt b et s bbb aes s s b bensens | sbesssaessssssesssebessssesessssstssantens | evebessesesnsnsnaens 79,846,036 | ..cccovvvvrirriennns 80,215,072
11 OULSIAR FEFBITAIS. ... bbb | Chsb bbb | sebenebs bbb | Hosb e
12, EMErgency r00M @NG OUL-OF-BrEA.........cu.rururreierissiesiessisisessessse e sssesse s ssses e ssens s st sssssessessssssessans | sastsssnssessesssessessesssessessanssessns | 1essessuessessesssnssessesssnssnssmsssnsans | nessessssssessessnssssssnssanssnssmssnsans
13, PIESCIPHON AIUGS. .....veeiiiiiceetece ettt bttt b e bttt s st ee st s b sa et bansetas | sbsnsessssssesessesessssssnssnsstessetesens | savessesassnsesenaens 871,019,234 | .ooiveiens 889,659,669
14.  Aggregate write-ins for other hospital and MEICAL.............ccreeriiririiiic i | ceesiinee s [0 RO L0 T 0
15.  Incentive pool, withhold adjustments and bONUS @MOUNES..........cc.ccueiiieiriciiriceeee s esseiees | et sssnsssnnns | ereresesesessnsesssens 7,964,529 | ..oooovviveeeeiieeeeeeeenen
16, SUDLOLAI (LINES 910 15)....vvuveruererreeeseeeseieseeessessssesssssssssessssss st ess st ssssssesssssssssssssessssssssssssssssssssssss | sonmsssssssssssssnsesssssssnsssanness (O 4,764,024,261 | .....ovvvoennn. 4,741,767,141
Less:
17, NEt FEINSUTANCE MECOVEIIES........vuviiesiesiiiriesisisis st sas bbb |0t | snbnsss st | ottt
18.  Total hospital and medical (LINES 18 MINUS 17).......cocvvvevrreireireieieesie et ses e esse s sssssssssesessesssans | sestesssssssssessssssssssssessessnsan (01 I 4,764,024,261 | ..ocvvvvne 4,741,767,141
19, NON-NEAIN CIAIMS (NMEE). .. rvurerrerreeeiciieei ettt ettt s st st s sans | £esteessssessesssessessesssessessenssnssns | 1estesssnssessesssnssessnsssnssnssmsssnsnns | nessesssssssssmssnssssssnssansnsnssassas
20. Claims adjustment expenses, including $.....45,938,185 COst CONtAINMEN EXPENSES.........couverurermreernrerr | cereersreeesneseseeesseeesssssssnssssens | sesseesssssesnneens 162,363,543 | ..o 146,094,381
21, General adMINISIrAtiVe EXPENSES..........vurrriurersiriieieestessestessseeesee sttt ss st | sttsessssesess s essi e snsenies | soressnnessessseenens 382,867,000 | ..o 334,178,455
22. Increase in reserves for life and accident and health contracts including §.......... 0
INCIEase iN reSEIVES fOr lifE ONIY).........ocuevcveieeciceees ettt ettt ssss s | eesssssesessssestensssssessssssssnsnsanes | sestesissssssssesains 109,400,000 | ...ccvoevrvrnenen. 127,500,000
23.  Total underwriting deductions (LINES 18 throUG 22)..........c.uivueiemiieieeinrieeeieeeess st sesseessssenees | seeessssssssssssssssssssssssssssssens [ I 5418,654,894 | ..o 5,349,539,977
24.  Net underwriting gain or (I0SS) (LINES 8 MINUS 23).........cruurreriirrieriireirreseineineeeeseeseese e sesssssssssessessnnes | ssessssssssssens XXXttt | eneerenniennnsnins 104,500,128 | ..o 168,860,835
25.  Netinvestment income earned (Exhibit of Net Investment INCOME, LINE 17).........cvcuiviieiirriirireieicisieiens | et essesenes | covesesssessssessenns 161,997,075 | .o 123,369,728
26. Net realized capital gains or (losses) less capital gains tax of §.....(4,039,098)..........ccoccrerrmmmrrenriimeiinsiins [ erssssssesssssssssessssssessssssssssssns | osssssssssssssssenes (16,156,392) | ..oovvvrvererninnnenns 46,214,654
27.  Netinvestment gains or (I0SSES) (LINES 25 PIUS 26)...........cvervreviverirrerieiisiieisisesses et ssssessssesessssssssssnes | ebossessssssssssssessssssssssessssases [ I 145,840,683 | .....cooevveeen. 169,584,382
28. Net gain or (loss) from agents' or premium balances charged off [(@amount recovered
B 0) (amount charged off §.......... 0) - eeveereeee et e et s ettt s e | eeeviseeie s e st st s s e saentas | ersessiesseesseeesees e ss st es st anns | eesaeessesse st ennsnren
29. Aggregate write-ins for other INCOME OF EXPENSES.........c.cuiveirieeiieeeieiciserete st | sbessesssssessssss st st snaesnsaes (U 12,790,186 | ..ocoovveveeirnns 37,392,858
30. Netincome or (loss) after capital gains tax and before all other federal income taxes
(Lines 24 plus 27 PlUS 28 PIUS 29)........c..cuevireirieieeeceesieesiseie ettt st | svsesensnaenaes XXXt | veverieiieesenins 263,130,997 | oo 375,838,075
31.  Federal and foreign inCOME taxes iNCUITE..........c..cuiuireiiiieiriieei ettt sesss s enssnes | aressisssssens D00, SN [P 70,126,685 | .....ccoovvernenen. 137,026,363
32.  Netincome (10SS) (LINES 30 MINUS 31).......cvuiviiireiiiecieieieeeis ettt st sssssans | sressssnssesaens D,0.9, S I 193,004,312 | c.ooveeee. 238,811,712
DETAILS OF WRITE-INS
0807, oo eeerseeseeeeseeesseeesseeesss s s st et | eessnessieees XXX vtreeerrvemneee | eeeneesmneesnesssessssssssssssssssnns | eessssesssessssssssnesssessssssssesssnns
0B02. .....vverceeaereseeesees et R R RR bttt | enss s XXX ovverrenmnens | eresenmesiseesssssse s ssessesens | neessnesssessssess s
0B03. ... eeeseereeeeeseeessee s eees st RS R Rt tenens | eessnessieees XXX vtreeereremneee | eeemmeesmnessseessessssssssesssssssns | eessssesssessssessssssssesssssssssesssens
0698. Summary of remaining write-ins for Line 6 from OVerflow PAgE..........ccvvevivevriieieiieieiiese e ssesseseiens | evsesessesennes XXX ootierrerierens | vrveriesieesess s 0 | oo 0
0699. Totals (Lines 0601 thru 0603 plus 0698) (LINE 6 @DOVE). ......crrurverrerisiriisisiessessisisssessessnessesssssssssssssssssensas | ssessssssssseass XXX eirrererrrnmenees | v [0 O 0

0701.
0702.
0703.

0798. Summary of remaining write-ins for Ling 7 from oVerflow Page..........covurerrerrirrimeineniinsieersesnseseessisnesssenees | seeseesssensens XXX et | vt 0 | oo 0
0799. Totals (Lines 0701 thru 0703 plus 0798) (LINE 7 @DOVE).......euiverurrerreernrserssiersarsessssassessssssssssesssssessssasssssessnss | svsesssssssassas XXX oetrrirrreininnes | cnrsisiis s snenines [0 RO 0
1401.

1402.

1403. ..

1498. Summary of remaining write-ins for Line 14 from OVErfloW PAgE.........ccveieiiiieiiininieeieisse e | ctvsseissssesssssesesssssssessesees [0 ST 0 | oo 0
1499. Totals (Lines 1401 thru 1403 plus 1498) (LINE 14 @DOVE).......rvriuireriiirieieissiisiississessessnessessssnssnssnssnssnsssesnes | sesessessssssssssssssessssssssssssseens [0 P 0 | oo 0
2901, MiISCEIIANEOUS INCOME.........ouvumreririrscisriserree ettt en s sn st | stinebessss e ss et bs s st ensseniens | ersesnenneentneas 12,790,186 | coocvvercicirrinns 37,392,858
2902.

2903.
2998. Summary of remaining write-ins for Line 29 from oVErlOW PAJE...........cciviuiriieiiecieie st eneinns | errsresiesssesssse e 0 | oo 0 | oo 0
2999. Totals (Lines 2901 thru 2903 plus 2998) (LINE 29 @DOVE)..........vieurriimimiieirisniisissseesssssessseessssseesssesssssesss | sssssssssssssssesssssssssssesssssnens (O 12,790,186 | ...vovvvrcvvrirnes 37,392,858




Statement as of December 31, 2005 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

STATEMENT OF REVENUE AND EXPENSES (Continued)
1

CAPITAL AND SURPLUS ACCOUNT

Current Year

2
Prior Year

33.  Capital and SUrPIUS PriOr FEPOMING PEIIOU. . ......evurerrerririeeeseiseeeseeiseessseessssss s st st essesss s se s s st s st en s st ensenaas
GAINS AND LOSSES TO CAPITAL & SURPLUS

34, NetinCOme OF (I0SS) fTOM LINE 32........ouieeiiereieieeresiieesesesssseeses e ssse sttt s ettt

35.  Change in valuation basis of aggregate policy and CAIM FESEIVES. ...ttt sttt se e esaes

36. Change in net unrealized capital gains and (losses) less capital gains tax of §........ 0.ttt e

37. Change in net unrealized foreign exchange capital gain OF (I0SS)..........rwrrerurrrrrrrrimrireesreeseee et ess st essessenssees

38, Change iN Net dEfErTEd INCOME TAX.......cu.rurureurieeeeieieeeeee st ses et see st s bbbt

39, Change iN NONAAMIIE @SSELS.........c.ruurerereereeiireeseeireeseess s e eese st es s st sf £ R84S ee ettt

40.  Change in UNAULOMZEA FBINSUTANCE. ..........c.cuivirieiictei ettt bttt st bbb as bbb sa s

41, Change i TEASUIY STOCK..........cvcieiveieciiciiee ettt ettt bbbttt bbb s bbb bbbt bt es
42, CHANGE IN SUPIUS NOES........ceurreeieeree et ceeessesseese s eesee e sse e s s8££ R8 842842 E8 8558 e s ettt
43, Cumulative effect of changes in aCCOUNtING PHINCIDIES..........c.ocvuivieiiriiiieie et aes
44, Capital changes:

BA.0 PIG M.ttt et
44.2 Transferred from SUrpluS (StOCK DIVIAENA)...........ceveiuiiiireiieicie ittt sttt neen
44,3 TranSTEITEA t0 SUIPIUS.........cvuiieiteictcici ettt et sb bbb s sttt bbbttt b s s et
45, Surplus adjustments:

B5.1 PG IN.etriereireseesseei et
45.2 Transferred to capital (Stock Dividend)
45.3 Transferred frOM CAPIAL ..ot eb sttt bbbttt
46.  Dividends 10 STOCKNOIABTS.............cvuuiiiiiriiici et
47, Aggregate write-ins for gains Or (I0SSES) IN SUMPIUS........cuvveiueireireisiieieeieieieitee ettt bbbt nes
48. Net change in capital and SUIPIUS (LINES 34 0 47).......couviirririeieiieieicseise sttt bbb st

49, Capital and surplus end of reporting Period (LINE 33 PIUS 48).........c.viueieirinririeisieeieseiss ettt

.................. 2,243,707,712

....................... 33,396,443

...................... (81,172,986)

.................. 1,898,123,279

....................... 54,146,821

...................... (48,352,325)

....................................... 0 [ om0
..................... 217,313,157 | ....ccoeeevvvn..... 345,684,433
.................. 2,461,020,869 | ..................2,243,707,712

4798. Summary of remaining write-ins for Ling 47 from OVEIfIOW PAJE..........cciuiiriieiiiiicie ettt

4799. Totals (Lines 4701 thru 4703 plus 4798) (LINE 47 @DOVE).........ceiueriuiriiiieiiiiti sttt ettt sttt sttt sttt et




Statement as of December 31, 2005 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

CASH FLOW

Currer11t Year PriorZYear
CASH FROM OPERATIONS
1. Premiums COlECLEA NEE OF FEINSUIANCE............cvueviieeicee ettt s be st s s st st ssnsassansesans | evessessssesannans 5,629,377,720 | c.oovvererene. 5,618,171,180
2. NetiNVESIMENTINCOME. ..o bbb bbbttt | oesbiensienbanssenees 153,133,368 | ..cocvvverirrrins 120,568,334
3. MiISCEIIANEOUS INCOME.........eveveveiieicectetee ettt ettt b sttt bas b s s s s sse s s sssasssssessessssesssssssssssnsnsessnses | tesestossssesssssssanees 73,915,409 [ .o 16,118,470
4. Tl (LINES 1 HhTOUGN 3)...ouuvirceirrrireeieseiieeessees sttt sb ettt | cbnesiseenenennens 5,856,426,497 | ......covvvvrnenns 5,754,857,984
5. Benefit and [0SS related PAYMENLS. ........cccvevivcrieieiee ettt ettt st s s st ses s sssstes bt es e ssssssssssssesnsenans | seesissssessesienas 4,925,724 547 | ..o 4,750,036,658
6. Net transfers to Separate, Segregated Accounts and Protected Cell ACCOUNES...........cccuueiiiieieiicieieieeie e sssssssssees | cevesinesssssssss s sssssessessssssessenans
7. Commissions, expenses paid and aggregate Write-ins for dBAUCHIONS. .........ccvverereeinrireirr s sesisssresressssssssssss s sssnessssessnnens | sossesssssssssssnssnnes 511,918,964
8.  Dividends paid to policyholders..........cccccevevvvrrirrereennee.
9.  Federal and foreign income taxes paid (recovered) $..........0 net of tax on capital gaiNs (I0SSES)........c.vvrverrreemeeerreereeenseerseereenseens | eosrseeeiesssssseseees 119,103,314 | oo 141,137,566
10, Total (LINES 5 HMOUGN 9)....ovuuveririrrirriiiceieirieii ettt an s esntens | sestsensssneesenees 5,556,746,825 | ....ccovvvrvrnnns 5,482,884,470
11. Net cash from operations (Ling 4 MINUS LINE 10).........cccuuiiiiriirireieicieceee ettt ses st se s s ssessssesssssssnes | evsssisssssssassaesas 299,679,672 | ..ovvevveveren. 271,973,514
CASH FROM INVESTMENTS
12.  Proceeds from investments sold, matured or repaid:
12.1 Bonds 6,215,160,675
1202 SHOCKS. . cvvvevtseeesets et bs s8R Rt | et 95,290,240
12,3 MOTJAQE I0BNS.......oiecviicieiecee ettt b et et b e bbb bbb st s b s bs bt bbb s s bas bt esteb et s snassnntessssesesasns | sevsesessesesesestesesssinsssnsebensebesenas | nerebebebebesetes sttt nteaeranaen
1204 REAIESIAI.....euceereeeeieee ettt Rttt | feess et 1,151,280 [ .oocvoereiecei 8,822,528
125 OthEr INVESIEA @SSES.......uvvueeririrriceis it te bbb | eessesssses s eesss st ensssnneninens | sesressseensensseens 202,447,571
12.6 Net gains or (losses) on cash, cash equivalents and Short-term INVESIMENTS..........coc.cu i | sttt sess s e esss | sressesssessessesssesessses s sssees
12.7  MISCEIIANEOUS PrOCEEAS........coevecvrieiee ettt sttt st s s s st b s es s bbb e st st esbes et s sas s s st st s sesssssnssssessesnbessessnses | esisssssissesnsinsessesansanssssnssesnsess | orostastonsesssssessnsessnssnsansessesansanes
12.8 Total investment proceeds (LINES 12.110 12.7)......cucuiiiiriieeeicesetes ettt bbb nnnans | svsessssssessesaens 6,311,602,195 | ..coovvvvvrrernne. 6,137,217,532
13.  Cost of investments acquired (long-term only):
131 BONGAS....ouevveeceieri st eb ettt | eeieesi e ennens 6,471,151,442 [ ..ccoovvrin) 6,291,428,708
13,2 SHOCKS. . vvevurvrseeesaeeeseeesseeesseeeseessseess e ess et ees e R8 888888t nnnten | renersnentennnrnnes 128,989,652 | ..oovvvrrrrerrrrirens 94,749,874
13.3 Mortgage loans..
134 REAIESIAIE....vvueeerereearees ettt nnnns s | reentenes st 20,909,936 6,628,297
13.5  Othr INVESIEA @SSELS. ..ottt st a ettt san e sa st ne et s et sn s s st ns st assstnssnannsensessnts | seesessessesnsensensasanes 1,892,413 | oo 5,970,911
13.6  MiSCEIANEOUS APPIICALIONS. .......cvuuverirrierieise ettt se st ss s s st ss s st sttt nnnsensnsns | sesssssssssssssssas (207,617,240) [ ..o
13.7 Total investments acquired (LINES 13.110 13.6).......ciiiuiiuririeieieiie ettt bbb st s s ssessss s sssssssanns | sbsessssssssssannes 6,415,326,203 | ...ooooevirnne 6,398,777,790
14.  Netincrease (decrease) in contract 10aNS aNd PrEMIUM NOLES.........cuerururirmreeirennseseseessssssessssesssssssssesssssssssesssssenssessessessssssessssssssesss | ssssesssessessasssessassesssnssessenssessesss | sesessarssessessnsssssessnsnsssssanssnsnns
15.  Net cash from investments (Ling 12.8 MiNUS LINES 13.7 QNG 14)........c.ovevevcriiieeicreeees st tes st sssssssssessessssssessesessessenes | evvesessssesssssnans (103,724,008) | ....ccovvvvrrcrren. (261,560,258)
CASH FROM FINANCING AND MISCELLANEOUS SOURCES
16.  Cash provided (applied):
16.1 SUPIUS NOES, CAPItAl MOLES........ureeecerirei ettt e ettt bbb s ss bbbt ses e enbens | 4ebetseeteebeessestesseessesses s nesessnsss | Sbesssssessessanssnssessnes et b et been
16.2 Capital and paid in SUPIUS, €SS trEASUIY STOCK..........c.ceeieiuericieiiciss sttt ss st ssntens | setssssnstessasssessessesssessessasssessesses | stessesssessessanssssessesssesesssssssanes
16.3 BOITOWEM fUNGS........coooieieiiit ittt ettt | sebbe st ses s be bbbt | Cesbees e st
16.4 Net deposits on deposit-type contracts and other iNSUrANCE NADIIIHIES. ..........c.c.evveveveiirieeiiecseeecetes et sesseses | eeveesessssse s ses st sssssessssens | cvessessessesssesssssesss st ssesnbenes
16.5 Dividends to stockholders
16.6  Other cash Provided (APPHEA)..........ccvveveverieieiseee ettt s st s s s s s s sasses e tensssessnses | essssssssssesnssnsanes (36,862,435)[ ...oooevrirernne, 90,365,858
17.  Net cash from financing and miscellaneous sources (Lines 16.1 to 16.4 minus Line 16.5 plus Line 16.6)..........cccoeeeurrvreneneerenneins | smssnseisisiensins (36,862,435 ...ovevvrniiennes 90,365,858
RECONCILIATION OF CASH, CASH EQUIVALENTS AND SHORT-TERM INVESTMENTS
18.  Net change in cash, cash equivalents and short-term investments (Line 11 plus Line 15 plus LiNe 17).......c.cocceereerereecvererrersereeens | ceveerveieseeienens 159,093,229 | ..o 100,779,114
19.  Cash, cash equivalents and short-term investments:
19,1 BEYINNING Of YBAI.......coucieciicicteet ettt s sttt bbb sas bbb bbbttt ststentnnts | sbesbnssssssstensanes 285,373,915 | oo, 184,594,801
19.2 End of year (LINE 18 PIUS LINE 19.1)......ooveveeeieeeeereeeeeeeeseeteeeseeseeee ettt sestes s sensssess s snsssssesessssesesnssssessssssssnssnsessnsenses | cossersesinsessseesas 444 467144 | ... 285,373,915
Note: Supplemental disclosures of cash flow information for non-cash transactions: | |
200007 St EE £ EE ettt | ertsneesnne sttt et | ernerr st




Statement as of December 31, 2005 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

ANALYSIS O1F OPERZATION B3Y LINES4 OF BUSslNESS (6Gain ang Loss E8xhibit) :

10 11 12 13
Federal
Comprehensive Employees Title Title
(Hospital Medicare Dental Vision Health XVIII XIX Stop Disability Long-Term Other Other
Total and Medical) Supplement Only Only Benefit Plans Medicare Medicaid Loss Income Care Health Non-Health
1. Net PremMiUM INCOME.......cuierricirisiresiessssissss sttt ettt sttt st s s enssenaes ..5,614,912,576 |.4,934,384,403 |...225,442,977 |...... 81,775,623 |...... 16,931,410 |...227,347,847 |........ 6,870,135 | ..oooerrerrrirerris 122,180,181 [ oo | et | v | cresensnsenennins
2. Change in unearned premium reserves and reserve for rate credit............ocovveervcreveeeeeen | coveee (91,757,554) | .....(88,472,458) | ....... (1,760,302) |.......... (625,505) | .......... (899,289)
3. Fee-for-service (net of §
4. RISK TBVENUE.......coieieieciecete ettt et sb sttt
5. Aggregate write-ins for other health care related reVENUES. ..o | e [0 O (0 (01 (0 I (0 T (0 T [0 I [0 I 0
6.  Aggregate write-ins for other non-health care related reVeNnUES............c.ccveieicesiesciieeiies | e 0 ... 0.0, S P XXX eveeiins [ e 0.9, S 0.9, S 0.9, S 0.9, SO 0.9, SR XXX v
7. Total revenues (LINES 110 B).......cccciveeieeiiiiieiisiiseiesssiessessesiesses e sses e stes s ssesses s ssesans ...5,523,155,022 | .4,845,911,945 | ...223,682,675 | ...... 81,150,118 | ...... 16,032,121 | ...227,347,847 | ........ 6,870,135 | oo, 01...122,160,181
8. Hospital/medical DENELS...........c.eveiieiieieeieie e ...3,805,194,462 |.3,222,030,571 |....353,720,982 |....ccccevvvmrvmrrerinnns | crrerrerrrnrrersninnis ...143,434,345 |........ 6,261,823 |..cocoevvererreereinns | e 79,746,741
9. Other profeSSioNal SEIVICES.........c.cvuiueveiiseieie ettt sss st nsns | svnsas 79,846,036 |........... 391,841 | [ 65,221,795 |...... 11,859,658 |........ 2,372,742 | oo | e | cnsresisssiessesinsinns
10, OULSIAE FEIEITAIS. ...ttt
11, Emergency room and OUE-Of-ar€a............c.uerrerrinrerniiniinsieiessessssie s sssssessees
12, Prescription drugs.........eeeereeereneeneeeneneeneeenns
13.  Aggregate write-ins for other hospital and medical
14. Incentive pool, withhold adjustments and bonus amounts.............c..ccueveeereeecieeeiereeeeceeeens | 7,964,529 |........ 7,964,529 | .oivoieiiiiiiiieiins | ererieiiissieisieienn | eisvieiiesesisiisieis | oriesessssisssesisesins | eeresessssissssisssniens | erosesississssessnsesss | sesssssessnsssessessnens
15, SUDLOtAl (LINES 810 14)....u.ouieieeieieeiee ettt bbb sans ...4,764,024,261 | .4,035,686,945 | ....353,720,982 | ...... 65,221,795 | ...... 11,859,658 | ....211,526,317 | ........ 6,261,823 | .oovrrersrinan, 0]... 79,746,741
16, Net I INSUIANCE MECOVEIIES. .......cvvuieierieirieisietes ettt senns | snsessstessensessntenas 0 | eoieiiiiereiisieiies | eririerssisieniersniens | eresesiesisssesssessnes | sosressesissesssensnne | eressssessessesesierons | seressessssssessssenions | erosessssossasessnsenss | sessessessssssessesaneas
17.  Total hospital and medical (Lines 15 MINUS 16).........cccevrurereieerieieiseiine e ssesssses ...4,764,024,261 | .4,035,686,945 | ....353,720,982 | ...... 65,221,795 | ...... 11,859,658 | ....211,5626,317 | ........ 6,261,823 79,746,741
18. Non-health ClaimS (NEL)........c.coiviiireeccec ettt benaens | evesesssessseaesesand 0. )%, 0. G IR )%, 0. G IR XXX D,9.¢, I U XXX oo | e XXX XXX
19. Claims adjustment expenses including $.....45,938,185 cost containment expenses.. 162,363,543 |....135,747,274 |...... 11,995,477 |....... 2,273,237 449104 |........ 5,563,587 |........ 2,912,823 3,422,041
20.  General adminiStrative BXPENSES.......c..vvrvrirerierieriiesesssssesie et ssesssssessesssssss | seeens 382,867,090 |....320,103,655 |...... 28,286,358 |........ 5,360,487 1,059,025 |...... 13,119,413 |....... 6,368,686 8,069,466
21. Increase in reserves for accident and health CONracts...........coevvrrrreresesrisresesssiesessses | e 109,400,000 |...... 37,117,745 ... 72,000,000 |........... 211,461 |............. T0,794 | oo e v | e
22. Increase in reServe for life CONMTACES..........cc.cueveeviieceiecieeesce ettt | crevsissiesssss e 0 ... 0.9, R 0.9, R .9, S I XXX oo [ XXX oo [ D09, S [N 0.0, S P XXX
23.  Total underwriting deductions (LINES 17 10 22)..........cveeeerrreereeeeerriesssesesssssessesssssss s sessssseneens ...5,418,654,894 | .4,528,655,619 | ....466,002,817 | ...... 73,066,980 | ...... 13,438,581 | ....230,209,317 | ...... 16,043,332 | covvrrvirrenennn0 | e 91,238,248
24.  Net underwriting gain or (10ss) (Line 7 minUS LiNE 23).........cc.ceveverrerereeerrerereeeresieeseeeessesieees | evees 104,500,128 | ....317,256,326 | ...(242,320,142)| ........ 8,083,138 | ........ 2,593,540 | ......(2,861,470)| .......(9,173,197) | .ccorvvrvrvreenn 0 | e 30,921,933
DETAILS OF WRITE-INS

0598. Summary of remaining write-ins for Line 5 from overflow page

0599. Total (Lines 0501 thru 0503 plus 0598) (Line 5 above)

0601.

0B02. .ottt et et s st e ettt ettt sen e senen

0803 oottt enen

0698. Summary of remaining write-ins for Line 6 from overflow page

0699. Total (Lines 0601 thru 0603 plus 0698) (Line 6 above)

1301.

1302, e bbbt s bRt

1303, bbbt R bbb

1398. Summary of remaining write-ins for Line 13 from overflow page

1399. Total (Lines 1301 thru 1303 plus 1398) (Line 13 above)




Statement as of December 31, 2005 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

UNDERWRITING AND INVESTMENT EXHIBIT

PART 1 - PREMIUMS

1 2 3 4

Net Premium
Direct Reinsurance Reinsurance Income
Line of Business Business Assumed Ceded (Cols. 1+2-3)
1. Comprehensive (NOSPItAl ANA MEICAI)..........ccccviiiiiriieiiiiciiiies ettt bbb s s bbbt s b b b ee s s s s s 4 a2 s ee s b4 bae s b s s b b e bbb st et bt s s s bt sse st s nss | sbebassessnssessnsessessesnnse 4.934,384,402 [ ...oocveveeeeeeeice et | vttt ssnns | srensesss st saen s 4,934,384,402
2. MEAICATE SUPPIEMENL.........cvivieeiiteiieisetette ettt irstes ssebessebesssesesses s ss s et et e s sse s s s s e s s s ee s e £ s et 822 Es a8 EAe s 280 E s R eSS4 s s s a8 e s R bbb s e bhe bt s sttt s st enbentens | ebsnsensestesnnt et et n s 225,842, 9TT | oot essssieseses | sebessesssssssss ettt sss st sstens | sbessesssenssss ettt ente 225,442 977
3. DBINAI ONIY..vieriireiiaeiisiiecis et ees RS RE RS R R E RS EE R E Rt | St s et BA,TT5,623 | ..ooverveereriecsierieesiesissssssssennes | sreesiesssne sttt | seeteenes st 81,775,623
4. Vision only 16,931,410 ....16,931,410
5. Federal employees NEAIth DENEMIES PIAN.........cc.cceiiiccieiiiis ettt ettt s ettt b a et st a e e ettt b bbb e b e e s s b et e et bbb s b s s s ss et ns b s st s sanaesans | santnaesnsentes e snsen e nee e A 8 O O BN 227,347,847
B, THIE XV = MEAICAIE. ... verveeeeeeseceseiseeeeeeese et eeseesssseees eesseesseeesseee s esss e eRs 8848281128888 1R85 2821512888555 1 5144818888880t n et | 4ebsness e st see st 8,870,135 | vereererereeereecrsneeseennsesesssssssessnes | weseesseessseesseesss st sesssnesssesnes | ereseteses st 6,870,135
7o THIE XIX = MEAICAIG. .....e.cveveverceiesetseis et siseees b ee eestsees st s s8££ 8844888880804 8 8848841484188 88148080008 | 404410 R 801081 RR bR RE bt 0E | 241t R bR bRtk | eeE iR R ARk | et iR 0
8. SHOD 0SS, euuurereeeseriseees sttt R SeRE RS R RS R £ REER R R R | sees e 122,160,182 [ ...vvvorveerericrireessenieeesisesinessssesns | rerisessssssessess st | sreees et 122,160,182
9. DISADINIEY INCOME......vvieeiictcieecie ettt ettt sebes s1ebesessass s et eaessese s e s s se s s se s e s e b esse b s ss e s bae s e b et s s s s s e s e b esR b et s e s e b s AR e e s ee A b b s s A e A ee e A e bbbt s s e s e b es s et b s s et s et ebestebessnsetssesene | Shebsiesetssesetebesetes s e tebesetesessetessssetes | Shetbssetssesesetesetess e aesssetebesstesssetes | shebesesstsssetetebant b s e s esesesebesestesennaes | shebesesisanssetebes et et e b s st n et et s antebenan 0
FO.  LONG-LBIM CAIE.......cuiiieiviiteie ettt e s aeae | S4ebessssasssssesesessese s sa s s e ase s e s et a4 ss e b s e s e s bee s et s s st s s et b e st e bbb e s e e e s s e s e s ae s a4 s s e s ee s e s et b s et s e e seben s et et s se st s sebebessebesasnsebassesess | H4ebissesessssssesessssesessssesebsesebesssnsssnsetes | Hhebsssetnsesetesases e s s s se b s s et bessstesssntes | shebessstasstetesesaes b s e s eaessesebesentesennaes | shebesesisaesas et et et aee et st s s b naebena 0
10, OFNEI NBAIN.....ce ettt sees | SfeeseeseeEsee s s s e s s ee s RE e R eeRR RS E oS e Ae RS S S e RS £ R RS R ee SRS RE RS e £ SRR S £ SRR RE SR 4R R 4SS HeE R4S RS E4eEReS R4S EeeEeeEEesReeRenEsessessa | £eEEeEEeeEeeEteEEeesessiessesiestersiesiessessssiesses | feeseesesiessissessesiessessessiessessessessiessesses | foesiesiestiesessessessssesiesioesicsisssrssassanss | sersestonerestostensensestensaneteeenantensenes 0
12, Health SUDLOtAL (LINES T HNMOUGN 11).... . veuiiessiereseeiesseiessensistiees oeesssesssseesssessseeess s s8R0 R84 ££ 8814044888108 EE 4404088810844 £E R0 ER bttt | cnbsentsnestsensnsner e 5,614,912,576 | ..o 0 [ e O 5,614,912,576
X (OO P OO OO OO OO OO DO OO OO OOTOOOOOP P T R POPOPOOON 0
T4, PIOPEIY/ICASUAILY.......co.cviveiiiisiictetee ettt ettt breieee e4ebetsssassssesesessese s sssseassse s et e bbb e b b s s esebee s e b bt et s s sebebebt et b s e s eb e Re R e s e b ee s e b s se s e s ee s e A e bbb et s s e tebensebess e st s et ebestebesasnsebassetess | ehebisassetnseaetetseetesssetebeetetessssntessnnetes | ehebesessetassetetesasetesssesetensetebessstessssntes | sbetesssstesntetetatantebasansetensetebesntesennnes | sheberessiesiseetetetaetetesnsetnseretebentetenan 0
15.  Totals (Lines 12 to 14)




Statement as of December 31, 2005 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2 - CLAIMS INCURRED DURING THE YEAR

1 2 3 4 5 6 7 8 9 10 11 12 13
Federal
Comprehensive Employees Title Title
(Hospital Medicare Dental Vision Health XVIII XIX Stop Disability Long-Term Other Other
Total and Medical) Supplement Only Only Benefits Plan Medicare Medicaid Loss Income Care Health Non-Health

1. Payments during the year:

11 DIFECE vttt e

1.2 Reinsurance assumed
1.3 Reinsurance ceded....

2. Paid medical incentive pools and bonUSES............cccvveerevireiniiecrnnns

3. Claim liability December 31, current year from Part 2A:

31 DIMECL...ceee et e

..... 4,776,522,224 |....4,041,027,215
............ 6,964,532 |............6,964,632
........ 547,749,237 |........430,904,321

4. Claim reserve December 31, current year from Part 2D:

A DIFECE ..ttt
4.2 ReinsSUrance assUmed...........cceveveueeuveeirereivesiessssesiessssse e

©® N o o

Claim liability December 31, prior year from Part 2A:

8.1 DIMBCL.....evecveevceeectecee ettt

Accrued medical incentive pools and bonuses, current year..............
Net healthcare receivables (8).........c.covvverereveieeerieres e
Amounts recoverable from reinsurers December 31, current year......

9. Claim reserve December 31, prior year from Part 2D:

9.1 DIFECL...cuteveeise ettt

10.
11. Amounts recoverable from reinsurers December 31, prior year...
12. Incurred benefits:

12,1 DIFECE... ettt
12.2 ReinSUrance assumed..........ccuuevrereueeereenemeeineeeseisnseneeseenssenes
12.3 ReinSUrance Ceded.........ocuvuererieecrrireeesereseeseesees
124 NEBL..coo e
13. Incurred medical incentive pools and bonuses..........ccovvcrniennsinnnnees

..... 4,756,059,732 |....4,027,722,415 |.......353,720,982 |..........65,221,795 |.........11,859,668 |........211,5626,318 |...........6,261,823 |...cccvvivriiurcenc0 |10 79,746,741 |0 SR
.......................... 0 [0 [0 L0 0 |0 L0 0 i [0 SR |
.......................... (0I5 USROS | I OOOOROOOOOPOOOOR | OOOOVPOORORORPSORRPOOR ) ) FOUSOOOROOOORPROOOROUON | I UOPOUROOOUOOOROPOR B POVOOVOPORROOOOORPOOR ) FOUUOSORPOSOOOROORROOO | I [OVOPOOOOORPRROORPOR B OSSOSO | SRR |
..... 4,756,059,732 |....4,027,722/415 |........353,720,982 |..........65,221,795 |.........11,859,658 |.......211,526,318 |...........6,261,823 | .....c.occcocevere0en0 |00 79,746,741 |0 SRRSO |
............ 7,964,529 |.......... 7,964,529 | ..o |0 [0 |0 0 [ |0 [0 FERTOROPROON |

(@) Excludes$.......... 0 loans or advances to providers not yet expensed.
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Statement as of December 31, 2005 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2A - CLAIMS LIABILITY END OF CURRENT YEAR

1 2 3 4 5 6 7 8 9 10 11 12 13
Federal
Comprehensive Employees Title Title
(Medical Medicare Dental Vision Health XVIII XIX Stop Disability Long-Term Other Other
Total and Hospital) Supplement Only Only Benefits Plan Medicare Medicaid Loss Income Care Health Non-Health

. Reported in process of adjustment:

1.1 Direct...... 20,099,637 |...ccoouun 2,498,521 817,120 |........... 1,234,578 1,014,161

1.2 ReiNSUranCe aSSUMEM.........cccoeurermeereereieeneinereenenneeseenenineens [ enerneenemsnennenerneees0. [ e [ rensienessensnines | reeeieensiessesssneenes | sessessessesssessessessesses | tessssssssamsssssassnsssessns | eeesesnssmssnssessnssnsens | oessessessssessessessesns | soessessssssessessassessseses

1.3 ReIiNSUraNCe CEARG..........uureiereieiiiseeieiiseiseei et niessenas | ceseniesineseniessessens 0 [ erierrerrrerererneens [ rrnrinenesnsnssnies | e | s | ettt sttt sesi st | ettt r st b st et | sesseseni et en st estenes | seestessesst s s entent st | cheniesensst et nentnens | sriestessensi s st eneens | sebestest sttt etiens | seeeber et

T4 NEL e | certnieas 25,854,768 |.......... 20,099,637 |...ccoounne 2,498,521 | ..o 190,751 | .o 817,120 |........... 1,234,578 | ..o (O (O O 1,014,161 | oo (0 (0 (0 0
. Incurred but unreported:

2.1 DIFEC. .ot | errenees 521,894,472 |........ 410,804,688 |.......... 54,537,332 | .....ccc.... 2,928,947 |...coovvnn. (67,992).......... 26,948,179 |.....ccco... 6,015,482 | ... | v 20,727,836 | ..veuveereerniieernneines | reerneenesinenneeesninens | e | e

2.2 ReINSUIraNCE @SSUME.......curvrrreererresrsnsseresessessesssessesssssaresnes | sessessessanssesssssessnns 0 [ eerrrrreeeeeennmeenes [ senseesinsernssnsnssnnsnns | reensisesnsessissessenssnes | sesessessessessessessnsnes | sessessessesssestessessiestes | eesessnssinsssssssssssants | eessesessesesessessantns | sressessesssessessestessiesss | sesessessestnssnseseesanes | stessessesssessessestensnns | sesessessanssestensassanssans | sesssssesessassnsnsnsenns

2.3 ReINSUrANCE CEUARH. .....ourvurereeeeeeereiteeeeeeseeesesessentenesensessessanens | sessessesssessesssssesenns 0 [ ceorerrerreeeereesmreees [ eernrrerinneiessnsisssnnesnns | seersieennntssissensesnsanes | sesessessessessesessnenes | eesestestesssestessanssesies | eeseeeesessaststsessants | sessessessnesssessestantns | srestessasssessessastensaenss | sesessrsessnenessnesanes | sesestessesssessessestansens | sesestessanstestessestanssans | sessesesesenssnesnensens

24 NBLoe et | sereeees 521,894,472 | ........ 410,804,688 |.......... 54,537,332 |........... 2,928,947 |...coooe. (67,992).......... 26,948,179 | ........... 6,015,482 | ..o 0 | 20,727,836 |..ccovveerrieireii (0 (VI (0 0
. Amounts withheld from paid claims and capitations:

31 DIFECL.... ettt | sertess et 0 [ erorrrrerrmreeeeenneeens [ eersintinesnsisssniens | reineieeneisi et eies | seesesiest et senaes | etsest ettt esesesienies | eebnetnernet st b st st | Hessesentnt et ent st nenes | sbesbetsesst et essententenes | shebieeentse st ennetnets | srientessessi st essenteneens | sebestest sttt ntiens | seeneben ettt

3.2 ReiNSUranCe aSSUME........c.uvuerrrrurerrinninesserieessessessessenssnesees | sersessesssessesssssasenes 0 [ e et | e | neeesesi s | etbest st sesi st | ettt b it | essees s s st st nenes | sresbesseest s s entent st | chenee sttt neninens | ersentessensi st eneens | sebentssi st netiens | seeneren et

3.3 ReINSUrANCE CEURM.........curerreriririieieeinsissiseeesississssesiesissisenes | reriessenssessesenienine 0 [ oo et | s | s | ettt | ettt | sesseseni s st enee | srestess it s ententenes | crenne s neninens | eriestess et ens | sebestenr et etiens | seeenen e
B4 NBL ettt | sttt eness (01 I (0 (0 (0 (0 (0 O (O O (O O (01 I (VI I (VI I (0 0
Totals:

4.1 DITEC.. oottt sttt | sensians 547,749,240 |........ 430,904,325 |......... 57,035,853 |........... 3,119,698 |.....cccoouu.. 749,128 |.......... 28,182,757 |............ 6,015,482 | ..ooovverirririnn [V D 21,741,997 | (VI I (VI I (0 0
4.2 ReiNSUraNCe aSSUMEM.........ccuurierrnereernerneereeessessesesessessessseens | seessessesessssessessnnes [0 (0 [0 (0 (0 O (0 (0 (O (0 O [0 O (0 O (0 0
4.3 ReINSUrANCE CEARG.......ocuuiuieeiriieeeireieeiseiseeseesssissiesssstesssssas | sesensessesessnsessessnnes [0 O [0 (0 (VI O (0 O (0 (0 (O (0 O [0 O [0 O (0 0
44 NEb s | e 547,749,240 |........ 430,904,325 |......... 57,035,853 |........... 3,119,698 |...ccoovn. 749,128 |.......... 28,182,757 |...cccoe.e. 6,015,482 | ..o [ I 21,741,997 [ [0 I [0 I (O I 0
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Statement as of December 31, 2005 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2B - ANALYSIS OF CLAIMS UNPAID - PRIOR YEAR - NET OF REINSURANCE

Claims Paid Claim Reserve and Claim Liability 5 6

During the Year December 31 of Current Year Estimated Claim
1 2 3 4 Reserve and
On Claims Incurred On Claims On Claims Unpaid On Claims Claims Incurred Claim Liability
Prior to January 1 Incurred During December 31 of Incurred During in Prior Years December 31 of
Line of Business of Current Year the Year Prior Year the Year (Columns 1 +3) Prior Year
1. Comprehensive (NOSPital AN MEUICAL)...........cccvrveeeeeecie ettt st sa s e s s ss s st sns e sssssensnsanes | evsnssessssssessssssssansans 376,664,181 |...ccovvveerrrneee. 3,664,363,033 |....cooeerverrerrereieninne 5,081,241 | oo 425,823,081 |.cooeveereererereeree 381,745,422 | ..o 444,209,121
2. MEdICare SUPPIBMENL........c..cvueiieieieiiee ittt ettt bbb bbb bbbt bbb bbbttt en st nntas | siessestessaessessessensaes e 45,082,005 |....cccvvrvereirriinnnnns 310,621,638 |....ccovererrrirrriieriennae 1,170,425 | ..o 55,865,428 |...covvrevrerernriieins 46,252,430 |..cooererrereiereein. 59,018,514
3. DBNEAIONIY...ooceeeeeee ettt sttt R bR e bR R bbb bbbttt | Haebiestes s b e s s st s nee 3,678,002 | ..cooevvrerreririiririnad 62,409,329 | ..ovvirrrreeeeeeeee 32,042 | oo 3,087,656 |...ccccvvrrverererneieines 3,710,134 | 3,985,325
4. VISION ONIY..voviiviericicie ittt sttt s et £ s 188 s SRR Rt ns | ensensn e st n st en e 840,928 | ..o 11,054,272 | oo 2,648 | ..o 746,480 |..oooverreerererieens 843,576 | .ovevereerererere e 784,670
5. Federal employees health DENEFItS PIAN.............cccvvoicvicie ettt | sresessesesstesenses e sanes 23,038,359 |...ccovverreririrrienn. 197,272,343 | ..o, 1,393,889 | ..o 26,788,868 |......ccovvvrrrrerirnnnn 24,432,248 | ... 36,967,142
6. THtIE XVHI = MEAICAIE. ..ottt sttt sttt en s b s s s ss s s et s bee b s s s ss s ssssssensanas | sbsssssssssssessssassssessssessssessssassns | seessesssessessesssessessesansns 246,341 | oot | e 6,015,482 [ ..vverereecreveeeee e 0 [
To THIE XIX = MEAICAI........coucivecicieciiciectcice ettt st ba bbbt b e be bt st s s s st esb s bs st es s bae s saesssnsanses | sbsssassssstssssssassssesastassssbentensasbannss | cbsssaesssssassasssssesbass st e stnsessassasts | stsssissssstastssssssinstanses b s st s besbasssnnts | sbssbassasstestsssssanssesbes b s beesbesbensents | sbesbassasssnsasssssse s s bbbt sb st san 0 [
8. OHNEINEAIN........oeceeee ettt bbbttt a et be bt bbb et s e A s bbb ba bbb bbb ets | shestentenbeesb st st enstensananes 533,472 oo 80,718,230 | ..ovveirerierciieiesiaaa 2,884,045 | ..o, 18,857,952 | ..oovovrereereciieieneiseians 3MTET |, 23,246,958
9. Health SUDLOLAI (LINES 110 8)......uvuiuiiieiiciisiieie sttt bbbt et en st nnes | ebbessessans s s sessaneas 449,837,037 | .o, 4,326,685,186 | .....ccooerreriereriaranns 10,564,290 | ..oooveisrierierisirins 537,184,947 | .o 460,401,327 | oo, 568,211,730
10, HEAINCAIE TECEIVADIES ().......veevereereeeeeeiersisseeeiss e ses sttt s ses s sa sttt s s sessess s st es s st st enssassassanssnssessassssssasssssassanss | svsessessasssessassassinssssssssesssnssessasssnss | srsessassemssssssssssmnssssssssanssesssssssssens | svsessessemssssssssessonssessans 1,787,445 | ... 77,880,945 |..ooovoveeecereeeeeeian 1,787,445 | .oooeeeres 86,777,754
T, ONBI MON-NEEAIN. ..ottt s s a ettt s bt s st s s s bas s s st e s et essssesassesanssesans | sbsssessssissssesassassassessssestessesansassns | stessssssessesessassestes s tes e bae b sesanstess | sntessetnsenses st enssaes s besesaesenaasennes | eviesessestesistesesteetssesaeseesssesansansas | nerestesetstesaetenaenae st s et seesanea 0 [ oo
12.  Medical incentive POOIS @NA DONUS MOUNTS............cceviucuiecicicisie ettt ettt bt ss s esbesaesas | svssssssesiesesbessesasssssessssssssssssssnsns | sbessesssessessessssesssnsesand 6,964,532 [ ..o | e e 999,997 | ..viereee e (01 OO
13, TOtalS (LINES 9= 10 + 11 4 12). ittt sttt ettt sttt b s st sttt et en st en s st essenssnssesssssnsssssassassessssssessanss | sensiesssssnnsassassssssanes 449,837,037 | .covoereerererann. 4,333,649,718 | oo 8,776,845 | ..o 460,303,999 | ..o 458,613,882 | ...ccvovrerreerercrenn. 481,433,976
(@) Excludes§$.......... 0 loans or advances to providers not yet expensed.
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Statement as of December 31, 2005 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS

(

000 Omitted)

SECTION A - PAID HEALTH CLAIMS - GRAND TOTAL

Cumulative Net Amounts Paid

Year in Which Losses 1 3
Were Incurred 2001 2003
1. 507,965 | ..coereeriererereereerierierieerenneenee 13,003 | o 1,087
2. 2007 ettt bbb RR bbbt RR ARt bRt a R b b s s b At s s st s st s st s s ssennns | creebesaest sttt ettt 4438,625 | ..o 453,224
Be 2002t RS A AR AR AR AR s AR e s s bbbt tns | srestestensiestessenines XXX oot | cvevesesis e 4185474 | oo 475,774
A, 2003 RR RS R AR AR A st n bbbt s tnns | fessestentenn st entenees D 0,9 GO DT XXX oorrterterinssiesiesinnes | eressesesssesese s ssesse s 4,289,193
B 2004 RS R AR R AR R R s R et b st entntns | srestentensientensensnes D 0.9 GO IS ). 9,9 GO DR ) 0,0 G
8. 2005.......coeeeeiieeses sttt et e e sttt s ARt e s s s AR AR A e R e Rt RR e s s s e R ans st st s se st st ensanasneessantnsessnnsentantansnssnntanes | nessssssssenssestestanees D0, S [ D0, S [ XXX oo
SECTION B - INCURRED HEALTH CLAIMS - GRAND TOTAL
Sum of Cumulative Net Amount Paid and Claim Liability, Claim Reserve and Medical Incentive Pool and Bonuses Outstanding at End of Year
Year in Which Losses 1 2 3 4 5
Were Incurred 2001 2002 2003 2004 2005
L PHIOT et bbb RR AR AR A bR R AR bbb s b s b s s sttt | Hiebiebae st bbbttt bbbt 554,601 | .ooovveieieeiee s 21,960 [ oo AA13 | oot | e
2. 2007 ittt RR AR R e AR s bbbttt s s st st st sinn | ereebessest sttt nes 3,561,048 | ..o 498,868 | ...vcvvreeererrieree s 60,418 | .o 12,154 | oo 975
B 2002ttt SRR RS R et n s s rentns | srestestensientensensnes XXX otreievierieeisssssinnes | coversesesissese s 4,658,226 | ...oovvrieirierienieie s AB4123 | oo 76,486 | ..o 1,967
B, 2003ttt et ettt e RR e R Aottt et s et s s sttt n st stes st enssessantensnsnsinnes | seveeseeseeeseeseeseereas D00 GO IR D0 T RO 4,832,464 | ..o 393,961 | cooeeececeeeeee e 5,915
LS 0RO DU D00 GO IR D 0.0 GO DR D0 T RO 4,852,569 | ..ooeoeeeeeeeeeeee e 481,420
8. 2005.......ceeeeeeeeeee ettt ettt ettt e et eee sttt ee s et Rt e s e s sttt s sttt se s st st enssessesses s sesteetns st e stenssnsansssnssntensnsnsasnas | sevsssssssessesseeseeseas D0, S [ D0, S [ D0, S [ XXX oeeereeeereeie | ceeeeeiesis s 4,273,748
SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - GRAND TOTAL
1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment
Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Col. 3/2) (Col.2+3) (Col. 5/1) Unpaid Expense (Col.5+7+8) (Col. 91)

1. 200 e eeeeies | et 4,874,623 | ..o, 4,903,074 | .ooerereeeeeeereans 33,867 | o 0.7 | oo 4,936,935 | ..oovoeierreeeeeieens 101.3 [ oo seeesieeresaenes | crretesesses et saessesaas | eevesessnssessenseesen 4,936,935 | ...ooovoereerereinieeieians 101.3
2. 2002 | e 5,287,340 | oo 4,669,637 | ..covevereeerernrireinns 32247 | oo 0.7 | oo 4,701,884 | ..oooveeeeeeeeve e 88.9 | .o 105 [ o V28 I 4,702,001 | .oooerereeeeeereeieeieieae 88.9
3. 2003 | e 5,554,675 | ..o 4,741,589 | ..o 32,744 | oo 0.7 | o 4774333 | oo 86.0 | .ooveririeereeeiee e 892 | e L 4,775,319 | oo 86.0
4. 2004 | s 5,518,407 | .o 4,735,887 | ..ooevereeerercrienns 32,704 | oo (0 A I 4,768,591 | .ooevereceeeree e 86.4 | .o 9,568 | ..vverree s 999 | s 4779158 | oo 86.6
5. 2005, e | errssees s 5,523,155 | .o 4,333,649 | ..o 29,924 | ..o [ A 4,363,573 | oo 79.0 | 538,184 | ..o 56,223 | ..o 4,957,980 | ..o 89.8
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Statement as of December 31, 2005 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

UNDERWRITING AND INVESTMENT EXHIBIT

PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS
(000 Omitted)

SECTION A - PAID HEALTH CLAIMS - HOSPITAL AND MEDICAL

Cumulative Net Amounts Paid

Year in Which Losses 1
Were Incurred 2001
1. 432,056
2. 2007 ettt RE £ E R R bRttt | ceebiebi ettt 2,573,744 393,280 | .ouveeeeirrierieeerieee e 096 | oo 26 | s
B 2002.....eeeetees eSS RS R R b et ten | Hrenbenb et XXX etierineinerienininnns | e seenees 3,692,470 | oo 401,308 | oo 3,565 | o 1,244
A, 2003t RS RE Rt | etaeni sttt ) 9,9, GO TORTIUIOTIIN IOV XXX oieieineinerinsinsineen | ererieeesneeeeesesee e eseenaees 3,766,782 | oo 370,089 | ..o 3,565
B 2004 RSt nen | ehenbent et D ,9, GO RRIRUUTIIN IV D 9,9, GO RRRUTO IV XXX eoireterrinerinsinsinens | cvresiesinessesssssssissse s sessssensees 3,696,773 | ot 371,217
B, 2005, .. ettt ettt RE 8RR RS RE e E R R e s e e et et en e s s st en st nnessentnsne | ensensentensrententenees XXX eorrersrrenransseessnnanes | eensssessesssssssensanees D0, ST [ D N [ XXX oeerriserenessensesnens | wonsessssssssssssssnsssessnssnsssesassnes 3,671,329
SECTION B - INCURRED HEALTH CLAIMS - HOSPITAL AND MEDICAL
Sum of Cumulative Net Amount Paid and Claim Liability, Claim Reserve and Medical Incentive Pool and Bonuses Outstanding at End of Year
Year in Which Losses 1 2 3 4 5
Were Incurred 2001 2002 2003 2004 2005
L PO et RR RS E £ R RE Rttt | Heeeaes s AT7,250 [ oo 18,449 | oo 3,474
2. 2007 ettt R RS RS RE £ R R RS Rt sE sttt n s st st e sentns | eeebiessest s et ettt nes 3,048,742 | oo 425,043 | oo 52,017
B 2002.... ettt s st sr st s snstentensentenssentensins | srnsensssnnsnnsensenssnss KK Kenersennersnssnnnsnnnntans | seeseennenesnnsnnssessensensenssensennendy T23,8T0 | sttt 377,008
4. 4,197,610 | ...

B 2004 bR R R ARt n st s st en st nt st st entnsnententns | eeneinsnessensestenssese KK Kunrrrensersennnnnennnns | srentensenssessessensees KKK unrrneeneeennnsnntennnens | wressensensneenennessees KKK urutsntentetssstentenesees | sesestenssess s sttt 442179 | e 403,392
LG TR0 T OO OO OO OO OO OO OO OO OO P OOO PO PO PP PO PP PPTPRPPYPPPURTPPSOVRTRE PPOVROPPOORPVRPORRIDD 0, 0, CORUORIIYRTORORPORIVRPYR) [UTORIORORPIORURTURTIND ¢, 0, COPPROIURYRRIORRIYRTY [RVORTYRTONORORRTRRIIND, ¢, 0, CORURRRRRORROURY [OPOUOORPOPRRROPRIN XXX et | consessiseinssesse s snssnnseseeenes 3,625,720
SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - HOSPITAL AND MEDICAL

1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment

Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent

Claims were Incurred Earned Payments Expense Payments (Col. 312) (Col.2+3) (Col. 5/1) Unpaid Expenses (Col.5+7+8) (Col. 91)
10 2007 e | e 3,557,004 | ..o 2,974,884 | ...coocovriernein 20,544 | ..o 0.7 | o 2,995,428 | ....ovvieienees BA.2 | oo || e 2,995,428 | ...covvirieis 84.2
2. 2002 | e 4,755,801 | ..o 4,008,587 | ....crvrvrirircriniirinns 28,304 | oo 0.7 | o 4,126,891 | oo 86.8 | .o 84 | s 9 | 4.126,984 | ...ooviris 86.8
3. 2003 | e 4,955,616 | ....coeveereirirnnnn 4,140,436 | ..ooocoirerccrrireins 28,593 | .o 0.7 | o 4,169,029 | ..o B4 | e 589 | v (G720 ERN 4,169,680 | ....cvcrneercririricins 84.1
4, 2004 | s 4,880,275 | .ooveeeeriririenna 4,067,989 | ..o 28,093 | oo (U A 4,096,082 | ..cooovvereieieierisnieiees 83.9 | L1 A 4680 [ v 4,100,949 | ..o 84.0
5. 2005 . | e 4,845,912 | .o 3,671,328 | ..o 25,353 | o 0.7 [ 3,696,681 | ..oierreieiieisrisei e (X 426,823 | .o 44568 | ..o 4,168,072 | .o 86.0
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Statement as of December 31, 2005 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

UNDERWRITING AND INVESTMENT EXHIBIT

PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS
(000 Omitted)

SECTION A - PAID HEALTH CLAIMS - MEDICARE SUPPLEMENT

Year in Which Losses
Were Incurred

Cumulative Net Amounts Paid

@ Gk ow N =

SECTION B - INCURRED HEALTH CLAIMS - MEDICARE SUPPLEMENT

Year in Which Losses
Were Incurred

Sum of Cumulative Net Amount Paid and Claim Liability, Claim Reserve and Medical Incentive Pool and Bonuses Outstanding at End of Year

SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - MEDICARE SUPPLEMENT

1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment

Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent

Claims were Incurred Earned Payments Expense Payments (Col. 312) (Col.2+3) (Col. 5/1) Unpaid Expenses (Col.5+7+8) (Col. 91)
10 2007 | s 175,675 | oo 237,528 | oo 1,640 [ oo (0 A IR 239,168 | .o 136.1 [ ooeireererereeesseienereees [ et | et 239,168 | ..o 136.1
2. 2002 | e 189,427 | oo 266,309 | ..cvcrrrereeeieies 1,839 [ i 0.7 | o 268,148 | ..o, 1416 | oo 15 | e 2 | s 268,165 | ..o 141.6
3. 2003 | e 202,164 | ..o 289,892 | .. 2,002 | oo 0.7 | oo 291,894 | oo 1444 | oo 149 | e 16 | oo 292,059 | ..o 144.5
4. 2004 | s 214,979 | oo 329,199 | e W24 T N (0 A 331472 | e 154.2 | oo 1,007 [ oo L0 332,584 | 154.7
5. 2005 .| e 223,683 | .o 310,622 | oo 2,145 | o 0.7 [ 312,767 | o 139.8 | .o 55,865 | ..reorerreinrisrennennisrinnenns 5,847 | .o 74479 | s 167.4
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Statement as of December 31, 2005 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

UNDERWRITING AND INVESTMENT EXHIBIT

PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS
(000 Omitted)

SECTION A - PAID HEALTH CLAIMS - DENTAL ONLY

Year in Which Losses
Were Incurred

Cumulative Net Amounts Paid

@ Gk ow N =

SECTION B - INCURRED HEALTH CLAIMS - DENTAL ONLY

Year in Which Losses
Were Incurred

Sum of Cumulative Net Amount Paid and Claim Liability, Claim Reserve and Medical Incentive Pool and Bonuses Outstanding at End of Year

SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - DENTAL ONLY

1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment

Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent

Claims were Incurred Earned Payments Expense Payments (Col. 312) (Col.2+3) (Col. 5/1) Unpaid Expenses (Col.5+7+8) (Col. 91)
10 2007 | s 107,291 | .o 95,214 | oo B58 | oo 0.7 | oo 95,872 | oo B4 | oo || e 95,872 | oo 89.4
2. 2002 | e 107,774 | oo, 96,156 | .cvvveeecrrieerierereins B64 | ..o [0 A A 96,820 | ..o BO.8 | oo [ | e 96,820 | oo 89.8
3. 2003 | e 100,612 [ oo 82,209 | oo 568 | oo 0.7 | o B2,TTT | oo B2.3 | ot | e | e e B2,7TT | oot 82.3
4, 2004 | e 86,229 | ..oveeereeeiiniene (O e I ABA | oo [0 A 70,633 [ oo 81.9 | e 32 [ s 3 | (051 82.0
5. 2005 . | et 81,150 | .o 62,409 | oo 431 | [0 A 62,840 | .o TTA4 | 3,088 [ 323 | e () I 81.6
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Statement as of December 31, 2005 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

UNDERWRITING AND INVESTMENT EXHIBIT

PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS
(000 Omitted)

SECTION A - PAID HEALTH CLAIMS - VISION ONLY

Year in Which Losses
Were Incurred

Cumulative Net Amounts Paid

@ Gk ow N =

SECTION B - INCURRED HEALTH CLAIMS - VISION ONLY

Year in Which Losses
Were Incurred

Sum of Cumulative Net Amount Paid and Claim Liability, Claim Reserve and Medical Incentive Pool and Bonuses Outstanding at End of Year

SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - VISION ONLY

1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment

Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent

Claims were Incurred Earned Payments Expense Payments (Col. 312) (Col.2+3) (Col. 5/1) Unpaid Expenses (Col.5+7+8) (Col. 91)
10 2007 | e 17,827 | o 14,145 | oo 98 | e 0.7 | oo 14,243 | oo T9.9 [ it | e | et 14,243 | oo 79.9
2. 2002 | e 20,791 | v 13,820 | oo 95 [ i [0 A A 13,915 | s B6.9 [ evueereeieieireereree s [ e | e 13,915 | o 66.9
3. 2003 | e 18,701 | oo 14,227 | oo 98 | e 0.7 | o 14,325 | oo TB.8 [ ooieeiriieinrineierenieeiernienes [ corereisine et | erers et 14,325 | oo 76.6
4, 2004 | e 16,403 | ooovveeecreerererseieni 12,633 | oo A [0 A LV 0 F T K OO ST TOTT 12,723 | e 77.6
5. 2005 . | et 16,032 | oo 11,054 | oo J (N [0 A 11,130 | o 894 | T46 | oo Y4 11,954 | oo 74.6
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Statement as of December 31, 2005 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

UNDERWRITING AND INVESTMENT EXHIBIT

PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS
(000 Omitted)

SECTION A - PAID HEALTH CLAIMS - FEDERAL EMPLOYEES HEALTH BENEFITS PLAN PREMIUM

Year in Which Losses
Were Incurred

Cumulative Net Amounts Paid

@ Gk ow N =

SECTION B - INCURRED HEALTH CLAIMS - FEDERAL EMPLOYEES HEALTH BENEFITS PLAN PREMIUM

Year in Which Losses
Were Incurred

Sum of Cumulative Net Amount Paid and Claim Liability, Claim Reserve and Medical Incentive Pool and Bonuses Outstanding at End of Year

............................................... 20,061

137,031

3
2003
.................................................... 248
................................................. 3,107
............................................... 28,344

SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - FEDERAL EMPLOYEES HEALTH BENEFITS PLAN PREMIUM

1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment

Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent

Claims were Incurred Earned Payments Expense Payments (Col. 312) (Col.2+3) (Col. 5/1) Unpaid Expenses (Col.5+7+8) (Col. 91)
10 2007 | s 147,666 | ....ooveverrririeeicines 134,034 | .o 926 | .o (01 A I 134,960 | .oovvoereerereireiene 914 | | et | e 134,960 | oo 91.4
2. 2002 | e 151,194 | s 150,495 | ..cocvirrireeriniins 1,039 [ 0.7 | oo 151,634 | oo 100.2 | v B | oo I O 151,541 | oo 100.2
3. 2003 | e 194126 | .o 164,239 | .o T34 | 0.7 | oo 165,373 | oo, 85.2 | i 154 | e 16 | oo 165,543 | ..o 85.3
4. 2004 | s 220,761 | covveeerrireieinnis 191,650 [ .vveeeerereireeeeisninninns 1,323 [ o (0 A 192,973 | oo Y 1,235 [ oo 129 [ e 194,337 | oo 88.0
5. 2005 .| e 227,348 | .o 197,272 | oo 1,362 | oo 0.7 [ oo 198,634 | .o 874 | s 26,789 | oo 2,803 | .o 228,226 | ..o 100.4




Statement as of December 31, 2005 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

UNDERWRITING AND INVESTMENT EXHIBIT

PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS
(000 Omitted)

SECTION A - PAID HEALTH CLAIMS - TITLE XVIIl - MEDICARE

Cumulative Net Amounts Paid

Year in Which Losses 1 2 3 4 5
Were Incurred 2001 2002 2003 2004 2005

..246

@ Gk ow N =

N

SECTION B - INCURRED HEALTH CLAIMS - TITLE XVIII - MEDICARE

AX'CL

Sum of Cumulative Net Amount Paid and Claim Liability, Claim Reserve and Medical Incentive Pool and Bonuses Outstanding at End of Year
Year in Which Losses 1 2 3 4 5
Were Incurred 2001 2002 2003 2004 2005
O 10 PP O PO OO OTl TP OO PP OO OT OO O Ul OO TP TR PP SO TP TP FOT TSP OO OO PP TR TR OTORORON
2 O e o I U OO
B 2002tttk RS £ £ SRR E £ E R R S R e R e Een AR n s en et nentns | srstestensientensensnen XXX etrteireerneinseseesnnes | seesesenssasssessessesess s tss e ssss st esssessessans | setsessessessseeesse st ass et ses s st es s st e ssestnsessees | 4eseseteesee A et e RRe R s s et s sE e s est R s et st nen | 4eEeE et eesEesAee R e Rt ettt
A, 2003ttt £ RS £ RR SRR RE RS RERE RS £ E R ek RE s ens e st st et e nrenen | etsenienteneaententenens D 0.9, GO [ XXX et eiereeeneereeseeeees | reereesessieseese et st esse s s es e e sest st snses | eetesteeseeesee s e s eR s st A e st Rt e s st ens | £eeReeReREeeE AR ARt eE ettt Rent s
B 2004ttt £ £ £ R R RS RE R4 E £ RS RE R AR R n st naentens | £rntenteniaentensenaeen D0.9, GOSN IR ) 0.9, GOSN PRV XXX tetteeineereeneeinees | reeeeei et ees s ss sttt bbbt es | st eee e R e
B. 2005, ..ttt E R £ EE R E R b RE bbbttt | enhntent e nt s 20,0 R [T D00 SRR [RRRRR 20,0 SR DR XXX etitineinrnsninsinnns | e ssss e 6,262
SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - TITLE XVIII - MEDICARE
1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment
Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Col. 312) (Col.2+3) (Col. 5/1) Unpaid Expenses (Col.5+7+8) (Col. 91)

........................................................................................................................... 0.0 | o0 | 000 | [ [0 [ 0.0
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Statement as of December 31, 2005 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS

(000 Omitted)

SECTION A - PAID HEALTH CLAIMS - TITLE XIX - MEDICAID

Cumulative Net Amounts Paid

Year in Which Losses 2 3 4 5
Were Incurred 2002 2003 2004 2005
L PHIOT ettt bbb et R A4 s s s A R R ARt 4 s A e A s AR Rs AR s b s Rt s et en s se st ssessessesa | 4ebetsetesiessae e s s ee s e s et essee s s s bessessebnsesaesn | ebsttessestesantesetas s st ssetee s s te s et st entesestenta | Hebtesastestissesseee st es s et et et es s s st b st et nsebaens | S4ebietessessesstes e bae b s s s st st e s e baebessebntens | Sbebebset et st et et st st st s b st e s e st
2. 2007 ettt b st RS ee R84SR SRR AR RR £ £ A e R Ao A e AR A s s R st sE st e s e st sse s ssensensntes | eesebsesstastesetesesse s e tes s se s st ssessesentesess | S1ebistesesaessae s sseses s et e baesense s s tsetessesansans | H2istessetantestes et est et e besese st s s sestessetenseses | 40sebissesnsses et s ses st st e s et et s b ns et saesantns | Hebentes et et es bR et s bbb a ettt
Bi 2002ttt ARttt b et ne st nnnte | srensesnntentes e tensenee XXX rtretrrieersineiesiesnnss | sesessssesinssessssesssssssessessssssssssssssssssessessstas | 1esessesssssssassessssessassessstestessesessensesassessasss | essesassestessesen s et sttt b et sse st n s s sents | Setetsetent et st e ettt eenn
4. 2003 R Rt RR R R oAbt s b st n s st st nnnnnes | essernsentennesnntenaa D .0 S SRR XXX rrteirnreersiernnnennees | seressessinsiessssessessessssessessessssesssssessssessesns | sessesessessessesessesanssssessesensssessesanssssesnsanss | rstessesestnsessesesssess et s ettt s s s s naees
B 2004t R SRRttt n st tnnte | erenresnntentesetenrenes ). 0 R ISR ) 0.0 GO ISR XXX orvteireieeneineenninenees | sereeseessinsieesssesse e ssessss s sssssssssesesns | sessssesssessssesssessassessses s sssentessesensenes
B, 2005....e ettt ettt et en s s ba e s s R st ss e A s bt e Re A e Rt At s At sttt et s st st ena st et st entes et ensestensntansetensnnes | bessetensessassesntenans D0 O [ROO R D80 O (ORI XXX ooverieerieiesssenes | ervrsisseeseses s XXX tieiieiesieisnenes | ettt essesss s sasnaenans
SECTION B - INCURRED HEALTH CLAIMS - TITLE XIX - MEDICAID
Sum of Cumulative Net Amount Paid and Claim Liability, Claim Reserve and Medical Incentive Pool and Bonuses Outstanding at End of Year
Year in Which Losses 1 2 3 4 5
Were Incurred 2002 2003 2004 2005
S o PP USSP PPRIPURPUOTOTRTRURTOTRTORY ISPUOTRORIPRNNE WO N oms. WO | O oo O O DO TP PO OTST TR
2. 2007 ettt sae st snssessnsessnssnsessessesensessnsssssnssesssssnsesssssnsessessnsessesesssenes | enrerersrerrereere I N Ol A N B e e tes | et ettt s s senaes | neresaes et ettt
3L 2002 ettt s s ns s s ssnsesessensesesnaesensenensnsaninnne | sresessnsensesissessess s KO urstenseseaestessesessenes | svetesaesesessess et estestesees s bes e b ses s s ssesanees | eebebiesseee s et st et st esaes s ss et st s e e s st b es e tas | ebestsaesaessa s e e s et s e e see st e s bae s s s st ensesanes | Sentesietestenae s st e st s e st st st s b bt raes
A, 2003ttt a bbb bbb s ARt bt a e b e A et b bt bbbt ea XXX vtiisiteiirisitesiniiens | coeisss ettt st s s bs | ebistes s b s s bbb bbb sa et enes | entesaet st st bbb ettt aes
B 2004 b e R A e bbbttt XXX ovvievvrieiieieeierissiens | e XXX ovteisieiieiisiesissiens | eesieis st sssesnas | etestes ettt
B, 2005, ettt ettt ettt h et ee st Rkttt ee s R A d e A A Sttt s et et h AR E e e s E et ettt nh ekt n bt en sttt XXX oivieiirieiseissiesissens | eererssssissiesssesas XXX oivieiirienienisienissans | eevssiesssisssssansaaa XXX eresiicisiienieissienienss | ereriessisss st s st et ss e ssaenas
SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - TITLE XIX - MEDICAID
1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment
Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Col. 312) (Col.2+3) (Col. 5/1) Unpaid Expenses (Col.5+7+8) (Col. 91)

1o 2007 e | ettt | eretese et ettt bensena | ebsesesses e s et st est e tenenae | ersebensesess ettt 0.0 g0 | 0.0 | oo | e | et sees [0 TR 0.0
2. 2002t | s | seserasese et ansens | sressetenes et ses st en e snsansens | eresenesr et ensenes N ..................................... 0.0 | i | e | et ses [0 T 0.0
30 2003 | e nnes | sreses ettt ens s nrens | sretesensensesntessese s ensesesensens | ersesessestesetessesnesessesse IS 0.0 M T s 0.0 | i | e nenns | et naees [0 R 0.0
B 2004 | e st | seretese s sttt s teseses | eresessesiesss st st esaestesstenseses | ereetensesensnseseesnsssseses e 0.0 | oo [0 U 0.0 | oo ieteeiesieies | eveetese sty | eraesei et sees [0 O 0.0
5. 2005......ciieeiieieeieseesieesiees | eeeiieiessesiesesessssesesses s senes | eresessesesesestesensessesesseessassens | eresessesesesestesessssessessesnsansens | eressesessesessesssstesesaesanes 0.0 | [0 0.0 | oo | vty | eereses st enrenaeseees [0 P 0.0
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Statement as of December 31, 2005 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

UNDERWRITING AND INVESTMENT EXHIBIT

PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS
(000 Omitted)

SECTION A - PAID HEALTH CLAIMS - OTHER

Year in Which Losses
Were Incurred

Cumulative Net Amounts Paid

@ Gk ow N =

SECTION B - INCURRED HEALTH CLAIMS - OTHER

Year in Which Losses
Were Incurred

Sum of Cumulative Net Amount Paid and Claim Liability, Claim Reserve and Medical Incentive Pool and Bonuses Outstanding at End of Year

SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - OTHER

1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment

Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent

Claims were Incurred Earned Payments Expense Payments (Col. 312) (Col.2+3) (Col. 5/1) Unpaid Expenses (Col.5+7+8) (Col. 91)
10 2007 | s 869,070 | ..o 1,447,269 | ..o 9,995 | .o 0.7 | o 1,457,264 | ..o AB7.7 | oo [ ettt | rerer e 1,457,264 | ..o 167.7
2. 2002 | e 62,353 | oo A4.270 | oo KLU LC I TN 0.7 | oo A4.576 | oo T1G [ e | e | e A4.576 | oo 715
3. 2003 | e 83,456 | ..o 50,586 | .cooverircririeienicreeine 349 | 0.7 | o 50,935 | .o B1.0 [ oo [ e | et 50,935 | v 61.0
4, 2004 | e 99,760 | .ovoveeeerereeireieerinens 64,267 | oo A4 | oo [0 A (573 T [ B4.9 | .o 2,884 | .o K122 67,897 | v 68.1
5. 2005 . e | e 122,160 | .o 80,718 | oo LY A [0 A Y [ 18,858 | ..o 1974 | 102,107 | ovoeeieree e 83.6
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Statement as of December 31, 2005 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2D - AGGREGATE RESERVE FOR ACCIDENT AND HEALTH CONTRACTS ONLY

1 2 3 4 5 6 7 8 9 10 11 12
Federal
Comprehensive Employees Title Title
(Hospital Medicare Dental Vision Health XVl XIX Stop Disability Long-Term
Total and Medical) Supplement Only Only Benefit Plan Medicare Medicaid Loss Income Care Other
POLICY RESERVE
1. Unearned premium rESEIVES.........cccvueuieverevesisssessessssssessssessessesses | cvesessenas 230,429,694 |.......... 198,953,933 |........... 26,393,848 |.............. 4,266,792 |..coovrernn 815,121 [ ooeceeeeieisieiies | et | eeesssessese e ssnsenns | eteesesesisse e sssesenes | estesesessessssesssnsteses | sresessesinsesessesesiesines | sessessesiesss s saenes
2. Additional poliCy rESEIVES ()..........cverrrrerrermrmericeirerieersseessseseness | ervesereonns 271,900,000 |............ 75,750,000 |.......... 195,000,000 |.....ccrverrene. 840,000 |.....cccoouenenn. 310,000 [ vvouverrerierrreriirerees | e | e | s | e | sesssssness s | foesses s
3. Reserve for future contingent benefits............ccoceerieiicrieiieeens | e 0 | oo | e | e ssesensenes | sssessssesiesesestessssssenss | eesessesissistessssesissesins | sesessssesnssessstesinssssense | eesessesinssssessessstintesins | seesessesnssessssesesesante | eesesesensessssessnsintesies | sesesssesinssessssesestessnte | sossessessssesssesssssanis
4. Reserve for rate credits or experience rating refunds
(including $.......... 0) for investment INCOME.........cc.cvevevirieeiireieies | e 290,157,962 |.......... 286,221,671 | .ooveveeveereieeecceis | vrverniinns 2,356,620 |.............. 1,579,871 | oo [ et eienies | eevesesssiissesissesessssens | sesissessssessssessssessnses | sesessesississesssssssesssssess | sresiesessessessssesesessnses | sesessesissesessesessessenans
5. Aggregate write-ins for other PoliCY rESEIVES........ccevevieeeeercrerinieis | ereisesiesrisiesssesnaad (L R (VN {0 R [0 [0 R [0 R [0 [0 I (L (L R (L I 0
6. TOtalS (GrOSS).....cvecerceereiiiteeeseere et ssnssensseae s | ceneneenen 192,487,656 1 ..........560,925,604 |..........221,393,848 |..............7,463,412 |.............. 2,704,792 | ..ooveieeeeenns 0 | [0 TR [0 TR {1 R {1 R (0 0
7. ReINSUraNCe CEUABM...........ovururrierireieieieeieeiseriesieeennireeseseeresensensens | srsnessesennssssessrsssnness0 | wonrinmesmsssssnssnssmssensens | oorsessansonesensensessensness | cosmesesensssssenssnsnsrsnsne | onssssssssmsssssnssnsssnssnes | eeoemsamsnmssessansensssssenses | sonssesssnssnesensensensensnes | seronssesenssssnessssnsssness | coossansssssensnnssnsnssnnsons | oonsesssnssnssessnnsenssensenss | crmssnssanssnssessensanssenne | ossnssesnssnssesensnsennes
8. Totals (net) (Page 3, LiN€ 4)......ccccvumrrrurenmiiesriinnrnsnsssrisnesesssnesnes | avvessneenns 792,487,656 |.......... 560,925,604 |.......... 221,393,848 |......cccceees 7463412 |..cccooveenne. 2,704,792 | ..o, (O O R [ R [0 RO [V PR [V PR 0
CLAIM RESERVE
9. Present value of amounts not yet due on Claims...........cc.coveeririinns | orereeeneneieieeneeeenns 0 [ cerererrrmereernennrnnenens | reereeseensnensssesnesnes | seenstsesssstsssssssssssssnnens | sressessssssestessenssnssessans | sessestessenssessessessesesss | sesessessessssnssessenssnsns | eesssssesinssnssssssnstensanss | sesessessesssessessensanssesses | sressessessessestessensesess | nessessessensssessessnnsnsns | sesssssssnssessnsssennsseseans
10. Reserve for future contingent benefits.............ccevveeieicciiierceeens [ 0 | o | e reressnnes | eeereresises s eseeresens | eeereiersnessseseeseesans | eresesieresetesesssnssninses | sretesesesssesesesssiesesenns | nereteresistessseseresetesens | eresresessnesesessesssnies | sresesisesisetesessseesasenns | neresesessssesessesesiesesens | seseesereseesesssesstennrenes
11, Aggregate write-ins for other claim reSErVeS.........ccouevmvevvierveereins [ e {0 P {0 P {01 PR [0 P [0 [0 (O [ {0 P {0 P {01 P 0
12, TOLAIS (GrOSS)..eurerrerreenrererirerreesseresseseesssssessesssssasssssssssesssessessessanssns | sesessessesssessessessansneens (01 S [0 (01 S (0 [0 [0 (O (I (0] SR (0] S (01 0
13, ReiNSUraNCe CEAEA............couiuvuiiiiciriireei e it 0 i e | | enriensssienssnsssssnsens | esnsenisssnsnseensssnnenies | snresseensesnnensesnseennens | senssnsenssensenssnsienss | snsiensienseennesnssnseenseans | ceonsisnssnsssnsisnnenssenies | onseeniisnns s nsiens | ceonissnnessns s snnssssenees
14, Totals (Net) (PAQE 3, LINE 7)....cuveeviireiereieeeeeeeee et | e e {0 [0 O (0 R (0 R 0 [ [0 [0 [0 (O S (1[0 R {00 SO 0 [roeeeeeeeieeenad 0
DETAILS OF WRITE-INS
0507, orrerreereessers sttt | b 0 [ e [ e | e | e | s | s | sesieesen s | st | cesseen e | st | st
0502, .o.veoeeeereereees st et esr sttt nent | srees st 0 [ cerererrmermmenrnerenreses [ rereneesnnesneesssessnnees | reeesseessmnessessssnsssnns | sessssssssnessnsssaesssnnsts | seessssessesssessssnsssnnes | seseesssessssnssseesssenssns | sesseessessesnsssansssessns | sreessessstessssnsssssssnns | eessesssensssssssansssessnns | seeesesssnnessseessanessenes | seseeessssssassssesssssesans
0503, oot | b 0 [ e [ e | e | e | s | st | s | s | cesseesi s | s | e
0598. Summary of remaining write-ins for Line 5 from overflow page......... [ ccoooeeeeeerieiriiennen. {01 TR 0 [ 0 [ 0 [ 0 [ [0 T [0 T [0 T {11 O 0 [ 0 [ 0
0599. Totals (Lines 0501 thru 0503 plus 0598) (Line 5 aboVe).......corvrrrrers | cernininnisirsiisinriens (O [0 (O () [ (O] [ (O [P (O P [0 P [0 I [ I [ I 0
T10T. et | cerei e 0 [ eriererremriernierineses [ e | e | e | st | s | s | s | cesieen e | st | s
1102, ettt | eees et 0 [ coreerremrieeninereeeies e | e | et | st nens | st | sesseest st | sttt | cesieent ettt nsni | sttt | sbeeens et
1103, et | ceees et 0 [ ererrremrireerierrnenes [ e | et | st | s nsssenns | s | st | seess s | cessesssensss s | soeesees s | s
1198. Summary of remaining write-ins for Line 11 from overflow page....... [ .occoeveveevivicrnenenee. {1 R {1 O (0 R 0 [ 0 [ 0 [ 0 [ [0 R 0 | {1 R (0 R 0
1199. Totals (Lines 1101 thru 1103 plus 1198) (Line 11 @boVe)......ccooveceene oo (O R [0 R (O R 0 | (I O O O O O [0 0 i 0 i 0
(@)  Includes $.....271,900,000 premium deficiency reserve.




Statement as of December 31, 2005 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

UNDERWRITING AND INVESTMENT EXHIBIT
PART 3 - ANALYSIS OF EXPENSES

Claim Adjustment Expenses 3 4 5
Cc1)st OtherzCIaim General
Containment Adjustment Administrative Investment
Expenses Expenses Expenses Expenses Total
1. Rent($.....29,755,292 for occupancy of own building)..........ccccoeeveecveveierrciiieeeeieeeieseens | evvieinns 3,625,148 | ............ 7,460,204 | .......... 21,462,884 |....cocvvvernn. 38,419 | .......... 32,586,655
2. Salaries, wages and other BENEfits............uvuerrererrieeiieereeiseesessessnseiesesnnssines | evveeenns 61,098,002 | ........ 144,942,190 | ........ 331,266,721 | ..cvvvnene. 590,201 | ........ 537,897,114
3. Commissions (less §.......... 0 ceded plus §.......... 0@SSUME)......ovvverireeieieireriesiseiesiens | cerverinsississsessssssssens | covesiesssessesssssessssinees | oevennes 178,963,126 | ..oocvveverevverrerreinns | v 178,963,126
4, Legal fE€S AN BXPENSES. .....c.cvuriieririrrieississie s sessse st ssssssssnsss | stessesssessessasssessassensss | eesessssssnssnsssnsssssnsss | seseesens 17,652,305 | ..o | v 17,652,305
5. Certifications and aCCreditation fEES...........cc.wrrrrineririieriresnciesseesenressssessens | sevsseneeseesnessnssiens | oneeseeneesssssessnssees | eresnesssessnnssessnnens | s | e 0
6. Auditing, actuarial and other CONSUItING SEIVICES. ......ccvuruerrreriinirireirieeisereereeseisesseessssens | erserenns 1,375,978 | .o 146,464 | .......... 25,564,049 | ..o | v 27,086,491
7. TraVeliNg EXPENSES. ......cuvviererieeeirireereieieee s iseesetesssse s ssssssessssssssssessessessssessnns | seessesneens 1,239,852 | ... 617,609 | ............ 9,427,385 | ..covvvrree. 11,509 | .......... 11,296,355
8. Marketing and @dVertiSiNg.........ccccovvvuiiiireiiiceiies ettt ssse s srenens | ereerernsesesensesessnnnsens | eereresereren e | oeesienens 10,339,159 | ..o | e 10,339,159
9. Postage, express and teIEPNONE. ..........ccuvuvrrrrerrinriininsnnieis e essse s sssssssssssnnes | seeseesnes 1,080,846 | .......... 12,155,997 | .......... 10,679,100 |...ccovvrrieneees 2334 | .......... 23,918,277
10.  Printing and office SUPPLIES.........c..cvvvrveerciireecteee et sesssssesenses | cvvvaesiesnnas 911,431 | oo 2,158,647 | ........... 4,884,727 | .o 3,698 | ..o 7,958,503
11. Occupancy, depreciation and @amortization...............cccceeeeevveerrereerreveeereeeeeseeesessessens | cererennas 1,606,923 | ............ 3,373,819 | ............ 2,564,000 |..ccoovvrreee. 41,920 | oo 7,586,662
12, EQUIPIMENT.....oieeecc ettt sttt ensnnns | eesnsssessessnnes TGRSR USSR USSR PR 14,631
13.  Cost or depreciation of EDP equipment and SOftWare.............cc.ccoevvvvvovevereereeeeereeeeeeeens | coerennnns 1,802,673 | ..ooee.. 273,609 | .......... 58,513,586 | ..ccovverirnnn 6,395 | .......... 60,596,263
14.  Outsourced services including EDP, claims, and other Services............cccovvevecvevcveceeces | veveevee. 28,353,813 | ......... 86,607,111 | .......... 64,365,382 | ..ccvennee. 128,162 | ........ 179,454,468
15.  Boards, bureaus and assoCiation fEES............cueueierveicirieeereiesisse e | e 193,422 | .o, 34,334 | ............ 5,153,139 | .o 493 | ... 5,381,388
16.  Insurance, eXCept ON 1Al BSLALE...........cccccvevevveeeeieee ettt | ceeseessesensenans 19,850 [ .veoveeeeeieereveeiiees | e 1,782,864 | ..o | e 1,802,714
17.  Collection and bank SEIVICE ChargES...........couvveviuevrieiieicieee et | seevesissesaesienas 4422 | e e | e, 245720 | oo 250,142
18.  Group service and adminiStration fEES.........cowuu i seeeseissesesisstseisssessesses | seereinnesssisssessssssssens | ceseesmesssensssnssnssssssnses | seseeenees 96,318,452 | oo | e 96,318,452
19.  Reimbursements by uninsured accident and health plans...........ccooeoemerrinicnrnncnnces | vevveee (59,512,107)] ....... (151,019,606)| ....... (474,621,287)] coveeeerererneeneeneerneen [ e (685,153,000)
20. Reimbursements from fiscal iINtErMEIANES...........c.oveureiiiiirieirirennereiniseieriiens | rerensiesinsinesiesnnens | ersesiinsseninneinssiensens [ cnrennsinsinseesinsines | cereessnessssnesnesnnnes | oessersenssessennsennees 0
21, Real EStAtE BXPENSES. ....coiveiveieciiete ettt sttt sssnnns | seressessesissessensessssenses | eresesisenesesnsresinnes | sresiesesesesinssessssensens | ressssses e sessesesens | erisresseseseses s 0
22, Rl ESAtE tAXES........coecieeiriec ettt nneennine | et nieninnnns | sriesiiessensnsi s | e | cereensnes e | e 0
23. Taxes, licenses and fees:
23.1 State and 10Cal INSUTANCE TAXES..........vvriineierieirire et sesesseeseessssssieseas | weerninesinsssnesssinsinnes | cereessinsssnsssesnnsnnnes | ernessnssesmessssensens | oneisesinesnessessessenns | e 0
23.2 State PremiUm tAXES......civivieiiieieicisieee ettt ssesse s sssssesnes | sestesssssessssssssssessssinss | veressessssiesinsssesesinnns | seenessessssessenessssenses | eesressensessesesssessnnes | seresseese s 0
23.3 Regulator authority liCENSES aNd fEES.........cvviiveiciecieeeeeiee e [ eeienissenssssssessssens | e | vereriesennns 781,190 | oveveeeeeeeeienes | e 781,190
23.4 PaYrOll tAXES.....couuvirerirrrrieesiiesiesesiessse st sesss s ssssessssssnsesssns | evnssssned 4,123,301 | oo 9,674,980 | .......... 17,770,308 |...ovvvrcrrn 35,544 | .......... 31,604,133
23.5 Other (excluding federal income and real state taXes)........oocvveveiienieeerieninies [ v [ e | e | e | v, 0
24, Investment expenses Nt INCIUAEd EISEWNETE............cccuieirieiniiieiesessesse e | cersnesesssessessessssnnsns | e | i | e | cvsesesesesess 0
25, Aggregate Write-inS fOr EXPENSES........ccviviuriiriieiieieresie et bes e sesssssesesnens | aressssissesisssssssasaees {1 IR (1N IR (] IR (1N ISR 0
26. Total expenses incurred (LINES 110 25)........cccrriereneriercieninneesierisssesiesesnssssssessnenes | evveeeees 45,938,185 | ........ 116,425,358 | ........ 382,867,090 | ..ccveuuee 1,104,395 | (a)....546,335,028
27. Less expenses unpaid December 31, CUMTENt YEAN.........ccooeeriveieieierinieeseissieesssssens | cessesesseessssssesseens | ceveeinns 57,328,520 | ........ 135,045,730 | .ovvvvereieiercsreiiens [ e 192,374,250
28.  Add expenses unpaid December 31, PriOr YEAI..........ccvvvrreierrineinieieisisiessesssesssssessssens | seesseessessesssssssessessnens | conerenes 62,994,853 | ........ 115,419,724 | oo | e 178,414,577
29.  Amounts receivable relating to uninsured accident and health plans, prior year.........c... [ ceovvvecvvenineisvvinecns | cevennns 31,645,239 | .......... 69,457,761 | .eoveeveerneveieinns [ cvrves 101,103,000
30. Amounts receivable relating to uninsured accident and health plans, current year.......... [ oo | oo, 25,097,557 | .......... 56,653,443 | ..o | e 81,751,000
31.  Total expenses paid (Lines 26 minus 27 plus 28 minus 29 plus 30)......cccccceeeerrerercreeas [ orinnnas 45,938,185 |........ 115,544,009 |........ 350,436,766 |............ 1,104,395 |........ 513,023,355
DETAILS OF WRITE-INS
2501, Rt | sretsneesner st ens | neeseeni st nnsies | cessesnsenesenerensnnens | et | e 0
2502, ettt | sresseness et ens | e eness s ennsses | cesseenssenssenereessnnens | coeernneessssi st [ e 0
2503, ettt enest e | snsssenessnsssnsesssenstnnns | eessseensessssanstssnnstns | sesseessssansssnessnnsssanees | soevsnnesssessnnsnstasnstns | oeesssneesseesneenesnees 0
2598. Summary of remaining write-ins for Line 25 from overflow page.........ccccvveevecvevereerevees | evvevereseeee s (0] I (01 (0] I (01 0
2599. TOTALS (Lines 2501 thru 2503 plus 2598) (Lin€ 25 @D0OVE).......covirrirerrrersesessiessessrsmssans | cresssssssessssssesssssanes () (O (L] I (1 I 0
(@) Includes management fees of $.....51,639,586 to affiliates and $.....44,480,411 to non-affiliates.
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Statement as of December 31, 2005 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

EXHIBIT OF NET INVESTMENT INCOME

1
Collected
During Year

2
Earned
During Year

....20,603,290

U.S. government bonds
Bonds exempt from U.S. tax
Other bonds (UNGFFIIALEA)..........rerrerreereicireier ettt en
BONGAS Of AFfIIAIES........cvucvecvieciece ettt et ettt n e
Preferred stocks (unaffiliated)
Preferred StoCKS Of @fflIAES...........c..ivuiiieeiiee ettt
ComMMON SLOCKS (UNAFFIIALEA). ....vvveveveierrereee ettt ettt sr s
CommON StOCKS OF AfIIALES........c.cvucvcieieiciec ettt bbb bbb
MOPGAGE I0NS.....ee ettt ettt 8 8RRt
REAIESTALE. ...ttt R bR RS R ARt RR et b e a bbb s s s
CONMTACE IOBNS........ooveee ettt ettt st s s st s bbb ee s s st e e sttt s b s b
Cash, cash equivalents and ShOM-term INVESIMENES............cccoouciiueiieieeiee ettt s s
Derivative instruments
OhEr INVESIEA @SSELS.........ucvuiiieieiictseece ettt ettt bbbttt bbb nes
Aggregate write-ins for INVESTMENE INCOME.........cc.ciuiiiiiiicecs ettt es

........... 1,287,612

.............................. 23,986,703

...... 3,773,677

....15,273,684

31,042,904

TOtal GrOSS INVESIMENT INCOME. ... c.eviieetitiiteit ettt ettt ettt ettt et ettt et et ee e s s ss et et et set st aseteh et snses et et et sn et abses et enntennsnns 123,948,159

176,057,179

Investment expenses
Investment taxes, licenses and fees, excluding federal income taxes
INEEIESE EXPENSE. ... ceuiviectitiie ettt ettt s bbbt s s as st et 4 s ba s 482444 s e AR SR RA A A ARt b bbb a e be bt nes
Depreciation on real estate and Other INVESIEA @SSELS...........ucieiiieicie ettt bbb bbbt bbb bbb en s
Aggregate write-ins for deductions from INVESIMENT INCOME. ..ottt sttt bbbttt
Total deductions (LINES 11 HIOUGN 15)........couiiiiiiieicteeieie ettt sttt b et s bbb e sttt bbbttt
Net investment iNCOmMe (LINE 10 MINUS LINE 16).........c.cueiuiuiiiiieicieiiei ettt ettt bbbt s bbb bbb s bbbttt bbb

...... 1,068,851

....14,060,104

............................ 161,997,075

0901.
0902.
0903.
0998.
0999.

SECURITY LENDING INCOME.........coiieriiirieeriereieieesstinesiseesse s ssse st bbbt
HOMEOFFICE RENT......cotttuituittieitiereseiseese st ssse sttt

Summary of remaining write-ins for Line 9 from overflow page
Totals (Lines 0901 thru 0903 plus 0998) (LINE 9 @DOVE).......rururreresresrrsaressessssessensasssseseessseseesessseses st sessesssessss st snssnsssssanssnssses

................................ 1,287,612
.............................. 29,755,292

1501.
1502.
1503.
1598.
1599.

— e~ =
Lo

zes

Includes §.......... 0 accrual of discount less §.......... 0 amortization of premium.

Includes $.....1,287,612 investment expenses and $.....35,544 investment taxes, licenses and fees, excluding federal income taxes, attributable to Segregated and Separate Accounts.

Includes §.......... 0 interest on surplus notes and §.......... 0 interest on capital notes.
Includes $.....12,955,709 depreciation on real estate and §.......... 0 depreciation on other invested assets.

EXHIBIT OF CAPITAL GAINS (LOSSES)
1 2

Realized
Gain (Loss)
on Sales
or Maturity

3

Increases
(Decreases) by
Adjustment

Other
Realized
Adjustments

1.1
1.2
1.3
2.1
211

)
© o ~No® oW ON
NS

............................. (8,408,578)

U.S. government BONGS............cevevrvereiererireeeieeseeesess s
Bonds exempt from U.S. tax....
Other bonds (unaffiliated)....
Bonds of affiliates....
Preferred stocks (unaffiliated)..
Preferred stocks of affiliates.............cccoviveeververerieieecesecenne
Common stocks (unaffiliated)..........c.ccovvevereriererinereesereernne
Common stocks of affiliates...........cccceeeerreeveeeseieeee e
Mortgage loans.
Real estate
Contract loans.
Cash, cash equivalents and short-term investments....................
Derivative instruments
Other invested assets

Aggregate write-ins for capital gains (I0SSES)........vrerurrrrirrirnes | corrermrsressesssssnrssssssssnssesseseeans {0 R {01 O 0 | e 0

10.  Total capital gains (I0SSES).........rruerrrrrerrirressirnressessessssssessessssenes | cesssssssssesssssseessasens (20,195,490) | ...vevvrereereeniisieiesisei e 0 ] e [ I (20,195,490)
0901.
0902.
0903.

0998. Summary of remaining write-ins for Line 9 from overflow page.... | c..ccocoovveverevceevieiccecenen 0 [ oo 0 [ oo 0 | o 0

0999. Totals (Lines 0901 thru 0903 plus 0998) (LiNe 9 @DOVE)........ccceew. | correrrrsrrinrireesinresressresneneans {01 O {01 PO [0 OO 0
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Statement as of December 31, 2005 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

EXHIBIT OF NONADMITTED ASSETS
1

Current Year
Total
Nonadmitted Assets

2
Prior Year
Total
Nonadmitted Assets

3
Change in Total
Nonadmitted Assets
(Col.2-Col. 1)

© ®©® N o

1.
12.
13.

14.

15.
16.1
16.2

17.

18.

19.
20.
21.
22.
23.
24.

Bonds (Schedule D)
Stocks (Schedule D):
2.1 Preferred StOCKS. ... ...ttt
2.2 COMMON SOCKS........veuvernrirreuriiiiineereisie et
Mortgage loans on real estate (Schedule B):

3.1
3.2 Other than first IENS..........ccuueererriiriieriecice s
Real estate (Schedule A):

4.1

FIFSEIIBINS. ......vveecvcectc ettt bt bbb nans

Properties occupied by the COMPaNY.........cccovevninnenee e
4.2 Properties held for the production of INCOME..........ccceveiveicirieiccese s
4.3 Properties Neld for SAIE.........couu i esesnsns

Cash (Schedule E-Part 1), cash equivalents (Schedule E-Part 2)
and short-term investments (SChedule DA)..........ocvvrirrenrerenrneneesseesee s essseseens

CONrACEIOANS. ..ot
Other invested assets (SChedUIE BA).........c.vrririrriineiressiinsssessisssssssssssesssssesssessessssssessns
ReCeivables for SECUNHIES...........c..ruiiiecis et
Aggregate write-ins fOr iINVEStEd @SSELS.........ovrrrrrrirreeise et ees
Subtotals, cash and invested assets (LINES 110 9).....cccvevriciricieiiees e
Title plants (for Title INSUTEIS ONIY).........vuururereenrireireeiseiseise st sss e
Investment income due and aCCIUEA.............ccoueiririneiniiiieir e
Premiums and considerations:

13.1 Uncollected premiums and agents' balances in the course of collection

13.2 Deferred premiums, agents' balances and installments booked but
deferred and NOt YEE AUE........c.cvuvveciciciiecc s

13.3 Accrued retroSpective PrEMIUMS..........c.cueeerucumeeeeeesreieeseiseeesessessesssssssssesssssesssssesee
Reinsurance:

14.1  Amounts recoverable from FeINSUIETS............c.oiuiueriniieiieriiseieneisssee s
14.2  Funds held by or deposited with reinsured COMPANIES............oovvvrrrmeirierrreeesiernineens
14.3 Other amounts receivable under reinsurance contracts
Amounts receivable relating to uninsured plans...........ccccouerieireieeee s
Current federal and foreign income tax recoverable and interest thereon.............ccccoeeveuennne
Net deferred taX @SSEL........ v s
Guaranty funds receivable or 0N dePOSit..........ccccveiiiiiricieiesiese e
Electronic data processing equipment and SOftWare...........cccccevereeeersveeseiveres s
Furniture and equipment, including health care delivery assets............cccoovvcverieiererrinnne
Net adjustment in assets and liabilities due to foreign exchange rates..........cccccocevverereinnenes
Receivable from parent, subsidiaries and affiliates............cccouvieeeieieieeciescsieenns
Health care and other amounts receivable.............c.oouniirninreneec e
Aggregate write-ins for other than invested assets..........ccoeceveiicvvcciseeeeeseessns

Total assets excluding Separate Accounts, Segregated Accounts and Protected
Cell Accounts (LIn€S 10 through 23)........c.erururenrinrisinsenssresessssssssssssssesssessessessessssssssesnns

From Separate Accounts, Segregated Accounts and Protected Cell Accounts......................

TOTALS (LiN€S 24 and 25).........comriveeiireceiceieeceeceeeee e

................................................................................................................................................... 0
................................................................................................................................................... 0
............................... 57,423,618 | ..o 30,689,269 | oo (26,734,349)
................................................................................................................................................... 0
............................... 50,864,535 | .....ccoouvrriiinriiinnnnnn 48,654,215 | e (2,210,320)
............................... 11,859,014 | 11,676,565 | (182,449)
................................................................................................................................................... 0
................................................................................................................................................... 0
................................. 2,602,181 | .o 42,428,689 | ....oove.....39,826,508
............................. 102431121 | 32,863,147 | eeeeee...... . (69,567,974)
............................. 273,863,871 | ... 192,690,885 | oo (81,172,986)
................................................................................................................................................... 0
............................. 273,863,871 |..ccovovvvvvv..... 192,690,885 | ... (81,172,986)

0998. Summary of remaining write-ins for Line 9 from oVEMIOW PAGE........ccvvevevveierciereeieieisiens | e ssres e 0 | e L0 U 0
0999. Totals (Lines 0901 thru 0903 plus 0998) (LINE 9 @DOVE).......cieiiiiiriiiisiiiiisieisiesiesiesesiieis | eosresiessssssesseesessssse st sneesnens 0 ] i 0 ] e 0
2301. Miscellaneous AcCOUNtS RECEIVADIE..............cc.cvvieiviiiiciesieseeee et sesreaes | e 4,279,882 | ..ooevecreereeies 3,611,009 |.oooveviieieeiee (668,873)
2302. Prepaid and Other ASSELS........cevuuurrcermreimmseessmeesssesessssessssssesssssessssssessssssssssssessssssssssans | sessssmmessssssssssssssssssanees 2,260,649 | ..cvoovrreienineieene 1,731,895 | oveorireeeeeeerereens (528,754)
2303. Company OWNEd AULOMODIIE...........cccveveiereiriieciese et es s sssessessssssssesnsens | evsesinssssessessssssssssssessesas 753,390 | oo 796,369 | .o 42,979
2398. Summary of remaining write-ins for Line 23 from overflow page..........cceeeerieieriniiniieiiens | e 95,137,200 | .oevvvrereireiereieieneas 26,723,874 | oo (68,413,326)
2399. Totals (Lines 2301 thru 2303 plus 2398) (LIN€ 23 @DOVE).......c..cviviiiireiiiisiiesisiesisssessiessnees | crossessesesssssssessessneas 102,431,121 | oo, 32,863,147 | oo (69,567,974)
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sitementz cfecamer 31,2050 BLUE CROSS BLUE SHIELD OF MICHIGAN
EXHIBIT 1 - ENROLLMENT BY PRODUCT TYPE FOR HEALTH BUSINESS ONLY

Total Members at End of 6
1 2 3 4 5 Current Year
Prior First Second Third Current Member
Source of Enrollment Year Quarter Quarter Quarter Year Months
1. Health MaINENANCE OFGANIZAHONS. ........cvuevuverririee i iseeseeeseeseee et sE e st ansaee s st et | £1ssessesssessessessasssessessestsnssessessanssns | sesessessesssnsnsssessnssssssnssessansnnssnssnssns | 1e8essassmssassassssnssassassasssessassasssesss | 1essessessmssessessasssnssssassonssessessasssnss | £essessessnsssssssssmsssnssnssnssssnnsnnssnesnns | stesssssmssessassssnssassssasssessessnsansans
2. Provider SEIVICE OFJANIZAtONS...........c.ccviviuiieiiieieisieie ettt et s bttt b bbbt bes s b bt es s e s et b et e st seaebsnsebess | 4bsssesessssesassssssessssesebesstesssesebensets | sresebessssesssssesetemsesesssstssessetesesteses | ebesesssssssssssesesstessssssesessesesesasaesans | sbessssesessesesesssastsesesesastesesensesensene | sessetesesantesseseaessete s e b st s s etebetes | neretebesstessea et e st e s s et s et et bens
3. Preferred provider Organizations..............c.cueviueicieiiesieeeisee ettt sttt bbbt b b baens | suebieaess et s st s e 1,173,365 | .o 1,019,203 | .oovevieeeeee 1,017,856 | ..oovovevevereereerreenns 1,037,466 |....ocoovrvvreererereennns 1,060,477 | ooovoveereereeereernnn 12,363,189
4. POINE O SBIVICE......oocvuieciecictiecee ettt sttt bbb s e se sttt et sa st s st s s ssesansas | eventessssaesessesaeses s esans et 76,229 | oo 61,683 | .o 59,184 | oo 5TA79 [ 57,983 [ 714,822
5. INGBMNILY ONY....oovieriiiicie ittt | Shb bbb A72,714 | oo 598,401 | oo 582,942 | ..o 553,179 | oo 528,135 [ oo 6,864,227
6.  Aggregate write-ins for Other lINES Of DUSINESS...........cciuiiveieiiiieie et b bbb bees | saebansesssssssssses s st ansessneas 899,584 | ..o 927,119 | oo 928,135 | v 896,620 | ..o 893,706 | oo, 10,919,911
T TO0Bl. et eeee e rn sttt | srstsenesnent ettt 2,621,892 | ..o 2,606,406 | .....ooovvreerieriinnrinn 2,588,117 | oo 2544744 | ..o, 2,540,301 | oo 30,862,149
DETAILS OF WRITE-INS
06071, NGHONAI STOPIOSS.....vvvuvereeereeesseeseesseesseeeeseeseees s ess st s8Rttt | nebsees ettt 252,057 | covooeveeerieeeieeriseeineens 252,743 | oo 252,912 | oo 252,081 | covoreererereeeeeeneeneeenen 250,390 | evooereeeieereneeenenae 3,025,417
0602, LOCAI SEOPIOSS.........ooueeerersceiaiisressesssssesseeseesss sttt | reniees st (AR I 674,376 | oo 675,223 | oo 644,539 | ..o 643,316 | oo 7,894,494
0603.
0698. Summary of remaining write-ins for Ling 6 from OVEITIOW PAGE........cvuuuiuriiiriiriecieieieie ettt ettt | feebeessstsnss st estesase st st e s aessessensnes L0 SO (0 O (0 O (0 RO 0 | oo 0
0699. Totals (Lines 0601 thru 0603 plus 0698) (LiNE 6 @DOVE)........oucureruirereieruriiesrersseisisssesssssrsssesssesesssessssssssessssessssnsssssessesss | snersssssssssssssssssessessasees 899,584 | ..o 927,119 | oo 928,135 | oo 896,620 | ... 893,706 | ...ovvrrrrrrnrisrneeens 10,919,911




Statement as of December 31, 2005 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

NOTES TO STATUTORY BASIS FINANCIAL STATEMENTS
FOR PERIOD ENDED DECEMBER 31, 2005

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
A. Accounting Practices

In accordance with Michigan Public Act 350 of 1980 and amended by Act 59 of
2003, the financial statements of Blue Cross Blue Shield of Michigan (BCBSM or
the “Company”) are presented on the basis of accounting practices prescribed or
permitted by the Michigan Office of Financial and Insurance Services (“OFIS”).
Prior to Act 59, BCBSM was required to prepare financial statements in
accordance with Generally Accepted Accounting Principles (GAAP). The final
year of reporting financial statements on a GAAP basis was 2003. As described
below, effective March 31, 2004, all quarterly statements filed with the OFIS were
prepared using prescribed and permitted Statutory Statement of Accounting
Principles (“SSAP").

OFIS recognizes only statutory accounting practices prescribed or permitted by
the state of Michigan for determining and reporting the financial condition and
results of operations of an insurance company. OFIS has adopted the National
Association of Insurance Commissioners’ Accounting Practices and Procedures
(NAIC SAP) as the basis for its statutory accounting practices. The
accompanying financial statements have been prepared in conformity with
accounting practices prescribed or permitted by OFIS.

The Commissioner of OFIS has the right to permit other specific practices that
may deviate from prescribed practices. In accordance with Act 59, the Company,
in agreement with OFIS, adopted a three-year plan allowing transition of its
reporting from accounting principles generally accepted in the United States of
America (“GAAP”) to statutory accounting practices (“SAP”). Implementation of
the transition plan began with the statutory filing for the first quarter of 2004. All
statutory requirements under the transition plan will be fully adopted by and
phased in by January 1, 2007.

The essential elements of the transition plan, as set forth in State Order No. 05-
056-M are as follows:

1. Bonds—The Company will report any security purchased on or before
December 31, 2003 on a GAAP basis and any new securities purchased after
December 31, 2003 will be reported in accordance with SAP. Approximately
33% of the Company'’s portfolio will be valued on a SAP basis after year 1,
66% after year 2 and the entire balance after year 3.

As of December 31, 2005, $1.78 billion of the $1.8 billion of bonds held at
December 31, 2003 have been disposed of, representing a 96% cumulative
churn rate as of the second year of transition.

2. Investment in subsidiaries—The Company will use the current equity
method and follow SAP in valuing the subsidiaries. The Company will have
three years to record the statutory impact to surplus for investment in
subsidiaries based on the following percentages: 1% year 25%, 2" year 50%
and 3" year 75%.

In accordance with SSAP No. 68, the Company reports its investments in
subsidiaries inclusive of related goodwill balances. Included in the Company’s
common stock balance are the investments in Blue Care Network, The
Accident Fund Insurance Company of America and DenteMax. As of
December 31, 2005 the breakdown between goodwill and investments in
subsidiaries is shown on the following page.
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Statement as of December 31, 2005 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

December 31, 2005
Statement Value

Common Stock Investments in Subsidiaries:

Investment in BCN* $ 319,405,500
Investment in AFICA 505,875,000
AFICA goodwill 53,311,200
Investment in DenteMax 1,327,877
DenteMax goodwill 1,103,200
Amount included in common stock $ 881,022,777
Summary:

Investment in Subsidiaries $ 826,608,377
Goodwill 54,414,400

Total Investment in Subsidiaries (incl Goodwill)  $ 881,022,777

* Includes investments in BCN, BCMI, Malpractice Trust and Stop-Loss Trust

As of December 31, 2005 the Company’s goodwill balances were fully admissible
based on the calculation set forth in the transition plan. The goodwill limitation
calculated based on the transition plan was $314.2 million and the Company’s
actual goodwill balance was $54.4 million, resulting in a fully admitted asset.

The investment balances shown above for the Company’s investments in
insurance SCA entities, BCN and AFICA, are reported based on the underlying
statutory equity of these entities adjusted by the phase-in percentage allowed
under the transition plan.

A B C D A+D
50% Transition
GAAP Equity SAP Equity  100% Adjustment ~ Phase-In Statement Value
Investment in BCN 324,164,000 314,647,000 (9,517,000) (4,758,500) 319,405,500
Investment in AFICA* 531,212,000 480,538,000 (50,674,000) (25,337,000) 505,875,000

* Excludes goodwill

3. Goodwill—The Company will apply SAP guidelines. However, beginning
January 1, 2004, the percentage of surplus limitation will be as follows: 1%
year 16%, 2" year 14% and 3™ year 12%.

4. Regulatory asset—The Company will non-admit the balance based on the
following percentages: 1% year 25%, 2" year 50% and 3" year 75%.

5. Furniture, equipment and automobiles—The Company will non-admit
balances in accordance with SSAP No. 19, Furniture and Equipment;
Leasehold Improvements Paid by the Reporting Entity as Lessee;
Depreciation of Property and Amortization of Leasehold Improvements and
SSAP No. 20, Nonadmitted Assets.

6. Retiree health obligation—The Company will discontinue reporting an
obligation for non-vested employees. The statutory impact will be reported in
the first year.

7. Retiree pension asset—The Company will non-admit the balance based on
the following minimum percentages: 1% year 25%, 2™ year 50% and 3" year
75%.

8. Prepaid expenses and other assets- The Company will non-admit balances
in accordance with SAP.
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Statement as of December 31, 2005 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

A reconciliation of the Company’s net income and surplus between GAAP, NAIC-
SAP and practices prescribed and permitted by the State of Michigan is shown

below (in thousands):

Michigan OFIS NAIC
Transition SAP Full SAP

GAAP net income, December 31, 2005 $
Add (Deduct) GAAP to Statutory differences
Sale-leaseback adjustments
Affiliates' earnings shown under change in unrealized capital gain line
Deferred tax credits not allowed for SAP
Deferred implementation premiums expensed for SAP
Non-vested retiree pension expenses

336,888 $ 336,888

15,292 15,292
(106,264)  (106,264)
(36,456) (36,456)
(29,458) (29,458)
13,002 13,002

Statutory net income, December 31, 2005 $

193,004 $ 193,004

GAAP surplus, December 31, 2005 $

Add Sale-leaseback adjustments
Less:Sale-Leaseback deferred tax asset
Less Goodwill amortization
Less Bonds and preferred stock market value adjustment
Add(Deduct) bond adjustment net of tax
Add(Deduct) Assets or liabilities not admitted as set forth in the
Transition plan
Accrued retrospective premiums
Other invested assets
Investment in subsidiaries
Furniture, fixtures and automobiles
Retiree health obligation
Implementation premium
Retiree pension asset
Non-admitted portion of advances to providers
Deferred tax asset non admitted
Electronic data processing equipment and software
Health care receivables
Prepaid and other assets
Miscellaneous receivables

2,597,192 $ 2,597,192

55,753 55,753
(11,151) (11,151)
(13,604) (13,604)

(3,614) (3,614)
3,406 (574)

(495) (495)
(8,666) (8,666)

(39,523) (69,618)
(12,613) (12,613)
136,365 136,365
(29,458) (29,458)
(61,916)  (123,831)
(33,222) (33,222)
(57,424) (57,424)
(50,865) (50,865)

(2,603) (2,603)
(2,261) (2,261)
(4,280) (4,280)

Total SAP adjustments

(136,171)  (232,161)

Statutory surplus, December 31, 2005 $

2,461,021 $ 2,365,031

B. Use of Estimates in the Preparation of the Financial Statements

The preparation of financial statements, in conformity with SAP, requires
management to make estimates and assumptions that affect the reported
amounts of assets and liabilities. It also requires disclosure of contingent assets
and liabilities at the date of the financial statements, and the reported amounts of
revenue and expenses during the period. Actual results could differ from those

estimates.

C. Accounting Policy

1. Short-term investments are recorded at amortized cost, which approximates
market value, and include commercial paper, certificates of deposits, and
other readily marketable investments with initial maturities less than one year
for short-term investments and three months or less for cash equivalents.

2. Bonds not backed by other loans that have an NAIC designation of 1 or 2 are
stated at amortized cost using the interest method. Bonds with an NAIC
designation of 3 or higher are carried at the lower of amortized cost or fair
market value. Bonds that were purchased on or before December 31, 2003,

are stated at fair market value pursuant to the transition plan.
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9.

10.

11.

12.

13.

14,

Common stocks are valued as prescribed by the Securities Valuation Office
(“SVO”) of the NAIC. Changes in unrealized appreciation and depreciation in
the value of common stocks are reflected as direct increases or decreases in
surplus.

Preferred Stocks are stated at book value for NAIC class 1 &2 and lower of
book value or market for NAIC class 3 to 6.

Mortgage loans on real estate — NOT APPLICABLE

Loan-backed securities are stated at either amortized cost or the lower of
amortized cost or fair value. Premiums and discounts on loan-backed bonds
and structured securities are amortized using the retrospective method based
on anticipated prepayments at the date of purchase. Prepayment assumptions
are obtained from broker dealer survey values or internal estimates. Changes
in estimated cash flows from the original purchases assumptions are
accounted for using the retrospective method.

Investment in subsidiaries and goodwill- The Company will use the current
equity method and follow SAP in valuing the subsidiaries. The Company will
have three years to record the statutory impact to surplus for investment in
subsidiaries based on the following percentages: 1% year 25%, 2" year 50%,
3" year 75%. The Company will follow SAP guidelines for goodwill using the
following percentage of surplus limitation: 1% year 16%, 2™ year 14%, 3" year
12%.

Investments in joint ventures, partnerships and limited liability companies The
Company has minor ownership interests in partnerships or limited liability
companies. The company carries the investment in partnership based on the
underlying audited GAAP equity of the partnership.

Derivatives — NOT APPLICABLE

A liability for premium deficiency losses is recognized when it is probable that
expected claim losses and allocable administrative expenses will exceed
future premiums on existing health and other contracts without consideration
of investment income. For purposes of premium deficiency losses, contracts
are grouped in a manner consistent with the Company’s method of acquiring,
servicing and measuring the profitability of such contracts. Once established,
premium deficiency losses are amortized over the period that the contract is in
a loss position. The Company did not consider investment income as a factor
in the premium deficiency calculation.

The liability for incurred but unpaid and unreported medical and hospital
claims is accrued in the period during which the services are provided, and
includes actuarial estimates of services performed which have not been
reported by providers to BCBSM. Such estimates are based on historical
claims experience modified for current trends and changes in benefits
provided. Revisions in actuarial estimates are reported in the period in which
they arise

Real Estate — Real property occupied by the Company is stated at cost and is
depreciated using the straight-line method over estimated useful lives ranging
from 30 to 40 years for buildings.

Long-Lived Assets - Long-lived assets held and used by the Company are
reviewed for impairment based on market factors and operational
considerations whenever events or changes in circumstances indicate that the
carrying amount of an asset may not be recoverable.

Premium and Fee Revenues - Premiums, which generally are billed in
advance, are recognized as revenue during the respective periods of
coverage. Premiums applicable to the unexpired portion of coverage are
reported as unearned revenue. Fee revenue primarily consists of
administrative fees for services provided under administrative service
contracts (“ASC"), including management of medical services, claims
processing and access to provider networks. Under ASC arrangements, self-
funded groups retain the full risk of paying claims. Amounts due from ASC
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groups are equal to the amounts required to pay claims and administrative
fees. Administrative fees are earned as services are performed and are
calculated based on the number of members in a group or the group’s claim
experience. Since benefit expenses for ASC arrangements are not the
responsibility of the Company, claims paid by the Company and the
corresponding reimbursement of claims plus administrative fees are netted in
the financial statements. Administrative fee revenue related to ASC
arrangements is included in operating expenses.

2. ACCOUNTING CHANGES AND CORRECTIONS OF ERRORS

A. Under the provisions of Act 59, the Company is required to prepare statutory
financial statements in accordance with SAP prescribed or permitted by OFIS.
Prior to the enactment of the new law, the Company was required to prepare its
statutory statements in accordance with GAAP.

B. The Company and OFIS have agreed to a three-year plan that will allow the
Company to transition its statutory reporting from GAAP to SAP in a non-
disruptive manner. Implementation of the transition plan began with the statutory
filing for the first quarter of 2004.

C. Accounting changes adopted to comply with the OFIS approved transition plan
are reported as changes in accounting principles. The cumulative effect of
changes in accounting principles is reported as an adjustment to unassigned
funds in the period of the change in accounting principle. The adoption of the
new accounting principle had the effect of decreasing unassigned surplus at
March 31, 2004, reported as a change of accounting principle, of $20,974,763.
The cumulative effect is the difference between the amount of capital and
surplus at March 31, 2004, and the amount of capital and surplus that would
have been reported at that date if the new accounting principles had been
applied retroactively for all prior periods.

3. BUSINESS COMBINATIONS — NOT APPLICABLE
4. DISCONTINUED OPERATIONS — NOT APPLICABLE
5. INVESTMENTS
A. Mortgage Loans — NOT APPLICABLE
B. Debt Restructuring — NOT APPLICABLE
C. Reverse Mortgages — NOT APPLICABLE
D. Loan-Backed Securities - Loan-backed securities are stated at either amortized
cost or the lower of amortized cost or fair value. Premiums and discounts on
loan-backed bonds and structured securities are amortized using the
retrospective method based on anticipated prepayments at the date of purchase.
Prepayment assumptions are obtained from broker dealer survey values or
internal estimates. Changes in estimated cash flows from the original purchases
assumptions are accounted for using the retrospective method.
E. Repurchase Agreements — NOT APPLICABLE
F. Real Estate — NOT APPLICABLE
6. JOINT VENTURES, PARTNERSHIPS, AND LIMITED LIABILITY COMPANIES

A. The Company has no investments in partnerships or limited liability companies
that exceed 10 percent of its admitted assets.

B. The Company did not recognize any impairment for its investments in
partnerships or limited liability companies during the statement period.

7. INVESTMENT INCOME

A. Investment income due and accrued with amounts that are over 90 days past
due will be non-admitted.
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B. No investment income due and accrued was non-admitted at December 31,
2005.
8. DERIVATIVE INSTRUMENTS — NOT APPLICABLE
9. INCOME TAXES

A. The components of the net deferred tax assets at December 31 are as follows:

2005 2004
Total of all gross deferred tax assets (admitted and nonadmitted) $ 168,755 $ 138,969
Total of all gross deferred liabilities (54,847) (60,055)
Net deferred tax asset 113,908 78,914
Deferred tax asset nonadmitted in accordance with SSAP No. 10 (57,424) (30,689)
Net admitted deferred tax asset $ 56,484 $ 48,225
(Increase) in nonadmitted asset $ (26,735) $ (30,689)
B. Unrecognized Deferred Tax Liabilities — Not Applicable
C. Currentincome taxes incurred at December 31 consist of the following:
2005 2004
Federal income tax on earnings other than net capital gains $ 92,806 $ 120,895
Federal income tax on net capital gains (losses) 9,243
92,806 130,138
Amounts incurred relating to prior years (22,679) 6,888
Total fedral income taxes incurred $ 70,127 $ 137,026
In 2005, the federal income tax on net capital losses is presented net of investment income.
The main components of the deferred tax amounts at December 31 are as
follows:
2005 2004
Deferred tax assets:
Amounts accrued for postretirement benefits $ 79,436 $ 70,508
Amounts accrued for premium deficiency 54,380 32,500
Discount of claim reserves 8,000 15,588
Amounts accrued to groups 400 3,803
Accrued expenses and bad debts 26,539 16,570
Total deferred tax assets 168,755 138,969
Nonadmitted deferred tax assets (57,424) (30,689)
Admitted deferred tax assets 111,331 108,280
Deferred tax liabilities:
Unrealized capital gains on investments 4,902 6,499
Rate recovery from area rated groups 1,344 -
Amounts prepaid for pension benefits 18,312 20,473
Depreciation, amortization and other 30,289 33,083
Total deferred tax liabilities 54,847 60,055
Net admitted deferred tax assets $ 56,484 $ 48,225

D. The actual effective tax rate differs from the expected AMT rate of 20 percent
primarily due to the tax impact recognized on the tax adjustments attributable to
prior years.

E. AtDecember 31, 2005, the Company does not have any unused operating loss
carryforwards available to offset against future taxable income.

F. The Company and its two taxable subsidiaries, Accident Fund and DenteMax,
file a consolidated federal income tax return. Further, the Company has tax
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10.

11.

12.

sharing agreements with its taxable subsidiaries to provide that each taxable
subsidiary is responsible for its own federal tax liability.

INFORMATION CONCERNING PARENT, SUBSIDIARIES AND AFFILIATES

The Company is incorporated as a nonprofit corporation under the provisions of
Public Act 350 (“P.A. 350") of the State of Michigan. Hospital, medical and other
health benefits are provided under contracts with subscribers. The Company owns
100% of Blue Care Network of Michigan (“‘BCNM?”), a health maintenance
organization (“HMO”) subsidiary that provides health care services to subscribers and
contracts with various physician groups, hospitals and other health care providers to
provide such services. The Company also owns 100% of Accident Fund Insurance
Company of America (“AFICA”), a provider of workers’ compensation insurance, and
DenteMax, providers of network services. On July 30, 2005, the Company’s Board of
Directors approved the formation of a long-term care insurance subsidiary, LifeSecure
Insurance Company. Final approval by the State of Michigan is anticipated by the
second quarter of 2006.

BCBSM conducts business transactions with its wholly owned subsidiaries on a
routine basis. The Company will use the current equity method and follow SAP in
valuing the subsidiaries. The Company will have three years to record the statutory
impact to surplus for investment in subsidiaries based on the following percentages:
1% year 25%, 2" year 50%, 3" year 75%.

At December 31, 2005 and 2004, BCBSM had receivables from subsidiaries
amounting to $27,743,245 and $17,224,736, respectively. Beginning in 2004, BCN
became part of the BCBSM hospital settlement process. As related to that process,
BCN's portion of underpayments due to hospitals or overpayment recoveries from
hospitals will be accrued to or paid by BCBSM as applicable. As of December 31,
2005 and 2004, settlements owed to BCNM of $5,249,298 and $4,527,000,
respectively, are included in the Company’s inter-company payable of $13,053,194
and $14,795,558, respectively.

DEBT — NOT APPLICABLE

RETIREMENT PLANS, DEFERRED COMPENSATION, POST EMPLOYMENT
BENEFITS AND COMPENSATED ABSCENCES AND OTHER POSTRETIREMENT
BENEFIT PLANS

A. Defined Benefit Plan

Substantially all employees who meet certain requirements of age and length of
service are covered by the Corporation’s defined benefit retirement income
plans. Benefits paid to retirees are based on age at retirement, years of credited
service and highest monthly average earnings over 60 consecutive months.

Under the Company’s amended retirement account plan for non-represented
employees, each participant has an account balance to which interest and
earnings credits are added. Interest will be credited quarterly based on the prior
August one-year Treasury bill rate. Annual earnings credits of 6% to 10% are
credited to participants’ account balances on a monthly basis and monthly 2%
annual transition credits are made through 2008. Employees can elect to receive
the lump-sum value of their vested account balance or monthly payments at
retirement or termination.

The Company also provides certain health care and selected other benefits to all
employees and their dependents. Represented and non-represented employees
who have at least ten years of service after age 45 and retire from active
employment or who become disabled and meet certain benefit and service
requirements are eligible. This benefit is subject to revision at the discretion of
the Board of Directors for non-represented employees and for represented
employees, subject to collective bargaining agreements. These plans are
noncontributory plans.

Certain revisions to the represented employees’ postretirement benefits other

than pensions will take effect January 1, 2006. Represented employees eligible
to retire after December 31, 2016 are required to have 15 years of service after
age 45 to be eligible for retiree health care benefits and selected other benefits.
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Certain revisions to the non-represented employees’ postretirement benefits
other than pensions took effect January 1, 2004. Non-represented employees
retiring after December 31, 2003 may share in the cost of their health care
premiums and have higher deductibles and co-payments depending on their
eligibility status at December 31, 2003. Additionally, non-represented employees
hired on or after January 1, 2004 are required to have 15 years of service after
age 45 to be eligible for retiree health care benefits and selected other benefits.

A summary of assets, obligations and assumptions of the pension and other
postretirement benefit plans at plan measurement date of September 30, 2005
and as recorded at December 31, 2005 and 2004 are as follows (dollars in
thousands):

1) Change in benefit obligation

Pension Benefits Postretirement Benefits
2005 2004 2005 2004
Benefits obligation—beginning of year $ 781,807 $ 745,439 $ 342,678 $ 251,330
Service cost 31,559 28,564 22,568 23,631
Interest cost 44,792 42,921 21,541 19,493
Actuarial loss 16,637 13,710 14,227 61,181
Benefits paid (37,690) (48,827) (15,380) (12,957)
Benefits obligation—end of year $ 837,105 $ 781,807 $ 385,634 $ 342,678
2) Change in plan assets
Pension Benefits Postretirement Benefits
2005 2004 2004 2004
Fair value of plan assets—beginning
of year $ 732610 $ 690373 $ - 3 -
Actual return on plan assets 99,042 91,349 - -
Employer contribution 1,561 - - -
Inter-plan transfer (2,500)
Benefits paid (35,346) (49,112) - -
Fair value of plan assets—end of year $ 795367 $ 732610 $ - $ -
3) Funded status
Pension Benefits Postretirement Benefits
2005 2004 2005 2004
Unamortized prior service cost $ - $ - $ 8,047 $ 9,671
Unrecognized net (loss) gain $ 20,794 $ 33,962 $ (131,683) $ (122,358)
Remaining net obligation or (net
asset) at initial date of application $ (123,831) $ (106,895) $ 261,999 $ 229,990
(Prepaid non-admitted assets) $ (61,916) $ (26,724) $ - $ -
Accrued pension expense included
in other liabilities $ 27836 $ - 3 - $ -
Information for pension plans with a
projected benefit obligation in excess
of plan assets:
Projected benefit obligation $ 24920 $ - $ - $ -
Fair value of plan assets $ - $ - $ - $ -

4) Projected benefit obligation for non-vested employees
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Statement as of December 31, 2005 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

Pension Benefits Postretirement Benefits
2005 2004 2005 2004

Projected benefit obligation for non vested

$ 14,258 $ 16,213 $ 168,419 $ 146,802
employees

5) Components of net periodic benefit cost

Pension Benefits Postretirement Benefits
2005 2004 2005 2004
Service cost $ 31,559 $ 28,564 $ 22568 $ 23,630
Interest cost 44,792 42,921 21,541 19,493
Expected return on plan assets (67,347) (68,004) - -
Amortization of unrecognized
transition obligation or
transition asset 42,038 40,640 3,279 2,617
Total net periodic benefit cost $ 51,042 $ 44121 $ 47388 $ 45740

6) Minimum pension liability adjustment — Not Applicable

7) Weighted-average assumptions as of December 31:

Pension Benefits Postretirement Benefits
2005 2004 2005 2004
Discount rate 5.72% 5.85% 5.80% 5.85%
Rate of compensation
increase 4.75% 4.75%
Expected long-term rate of
return on plan assets 9.00% 9.00%

For 2006, the expected long-term rate of return on assets will be 9.00%.

For 2005 measurement purposes, the health care trend rate on covered
postretirement benefits is assumed to be 8.93% for 2006, ratably downgrading
to 5.00% by 2011 and all years thereafter.

8) Assumed health care cost trend rates have a significant effect on the amounts
reported for the health care plans. A one-percentage-point change in
assumed health care cost trend rates would have the following effects (in

thousands):
1 Percentage Point 1 Percentage Point
Increase Decrease
Effect on total of service and interest cost
components $ 7,075 $ 5783
Effect on postretirement benefit obligation $53,140 $ 44,194
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Statement as of December 31, 2005 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

9) On December 8, 2003, the Medicare Prescription Drug, Improvement and
Modernization Act of 2003 (“Act”) was signed into law. The Act provides a
prescription drug benefit under Medicare (“Medicare Part D”) as well as a
federal subsidy to sponsors of retiree health care benefit plans that provide a
benefit that is at least equivalent to the Medicare Part D benefit. In 2004, the
Company adopted FASB Staff Position (“FSP”) 106-2, Accounting and
Disclosure Requirements Related to the Medicare Prescription Drug,
Improvement and Modernization Act of 2003, which provided specific
guidance on the accounting for the federal subsidies under the program. The
Company determined that the prescription drug benefits provided by the
Company’s postretirement health care plan are actuarially equivalent to the
benefits provided under the Medicare Part D program, which entitles the
Company to the federal subsidies described in the Act.

B. Defined Contribution Plan

D.

E.

Substantially all employees of the Company who have attained the age of 21
years and have completed three months of continuous service may elect to
participate in one of two employee savings plans, which are qualified under
Section 401(k) of the Internal Revenue Code. For both non-represented and
represented employees, the Company matches 50% of employee contributions
up to 10% of bi-weekly adjusted W-2 wages for employees with one year of
continuous service. The Company’s contribution on a consolidated basis was
$15.0 million and $14.1 million for 2005 and 2004, respectively. At December 31,
2004, the fair value of the plan assets was $542.4 million.

Multi-employer Plans — NOT APPLICABLE
Consolidated/Holding Company Plans — NOT APPLICABLE

Post employment Benefits and Compensated Absences — NOT APPLICABLE

13. CAPITAL AND SURPLUS, SHAREHOLDERS’ DIVIDEND RESTRICTIONS AND
QUASI-REORGANIZATIONS.

A.

Under the provisions of Public Act No. 59 of 2003 (“Act 59”) of the State of
Michigan, the Company must maintain adequate subscriber reserves to comply
with Section 403 of the Michigan Insurance Code, which requires authorized
insurers to be safe, reliable and entitled to public confidence. As a result, the
Company is required to file with OFIS, on an annual basis, its risk-based capital
(“RBC") calculation based on the National Association of Insurance
Commissioners (“NAIC”) model. Act 59 requires the Company to maintain a RBC
ratio of at least 200% but not to exceed 1,000% of subscriber reserves. At
December 31, 2005 and 2004, the Company was in compliance with the RBC
requirement under both OFIS transition SAP practices as well as the full NAIC
SAP practices.

BCBSM has no preferred stock outstanding.

Under the provisions of The Nonprofit Health Care Corporation Act of 1980, the
Company is deemed a charitable and benevolent institution whose primary
purpose is to promote the distribution of health care services for all residence of
the state of Michigan. As such, the Company has no investors or contributed
capital. The unimpaired surplus belongs to the residents of the state of
Michigan.

. Dividend payment restriction — NOT APPLICABLE

. Surplus Restriction — NOT APPLICABLE

. The total amount of advances to surplus not repaid — NOT APPLICABLE

. The amount of stock held by BCBSM for special purposes — NOT APPLICABLE

. Special surplus funds changes — NOT APPLICABLE
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Statement as of December 31, 2005 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

I. The portion of unassigned funds (surplus) represented or reduced by each item

below
(in thousands)
a. Unrealized gains and losses $ 72,085
b. Nonadmitted asset values $ (81,173)
c. Provision for reinsurance $ -

J. Surplus debentures of similar obligations — NOT APPLICABLE
K. Impact of any restatement due to quasi-reorganization — NOT APPLICABLE

L. Effective dates of all quasi-reorganizations in the prior 10 years — NOT
APPLICABLE

14. CONTINGENCIES
A. Contingent Commitments — NOT APPLICABLE
B. Assessments — NOT APPLICABLE
C. Gain Contingencies — NOT APPLICABLE
D. All Other Contingencies

The Company has been included as a defendant in two potential national class
action lawsuits filed against the Blue Cross Blue Shield Association and several
Blue Cross Blue Shield plans, alleging unfair pricing of medical claims for a
multiple year period. Due to the cost of defense in protracted litigation, the
Company is working jointly with the other defendants to develop common
defense strategies and evaluating settlement options. Late in 2005, the collective
Plans made an initial settlement offer that included cash and certain business
process changes desired by the plaintiffs. At December 31, 2005, no final
agreement has been reached. The Company has accrued its share of the cash
offer pursuant to SSAP No. 5 Liabilities, Contingencies, and Impairment of
Assets. In spite of the settlement offer, if either case were to go to trial, it would
not be possible to make an assessment regarding the probability of an adverse
outcome, nor estimate the range of potential loss. If a settlement can not be
reached, the Company believes it has meritorious defenses against both
lawsuits and intends to defend the actions vigorously.

In addition, the Company is the defendant in numerous other lawsuits arising in
the normal course of business primarily related to subscriber benefits and
provider reimbursement issues such as incentive payments and participation
arrangements. While the ultimate outcome cannot be determined at this time, it
is the opinion of management and outside counsel, that the outcome of such
lawsuits will not have a material adverse effect on the Company’s financial
position or results of operations.

Under the terms of self-funded administrative service contracts with its
customers, the Company is subject to audits of claims processed by the
Company as well as those processed by its related participating plans in other
states. Such audits encompass the accuracy of claims payments made on behalf
of customers and the administrative expenses charged to the customer. The
Company records an estimated amount for the resolution of customer disputes.
Settlements of such disputes are not expected to have a material effect on the
Company’s consolidated financial position or results of operations.

Management believes any probable contingencies are appropriately recorded in
other liabilities.

15. LEASES

The Company entered into a sale and leaseback agreement with RBS Lombard
(Lombard) on September 25, 2003. Under the transaction, the Company sold
Lombard substantially all of its computer hardware and software at a net book value
of approximately $101 million and subsequently leased the assets back. No gain or
loss was recorded on this transaction.
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Statement as of December 31, 2005 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

A second sale and leaseback transaction was entered into on November 25, 2003
under which the Company sold Lombard $53.2 million of work-in-process capitalized
software. No gain or loss was recorded on this transaction.

The initial lease terms are five years, and monthly lease payments are based on a
ten-year amortization period with a balloon payment at the end of five years. In lieu of
payment of the balance at the end of year five, the Company will have the option to
enter into another lease for an additional five years.

As part of the financing agreement, the Company is required to maintain a letter of
credit to collateralize the transaction. The current letter of credit is with Comerica
Bank. The amount of the letter of credit is equal to 50 percent of the financed amount
of the sale-leaseback transaction. The term of the letter of credit is for one year and
will renew annually

The sale-leaseback transaction has been accounted for under SSAP No. 22, which
requires a sale of equipment that is accompanied by a leaseback of all or part of the
equipment be accounted for as an operating lease. The rent expense incurred
through December 31, 2005 related to the sale-leaseback transactions was $21.7
million

Future minimum lease payments as of December 31, 2005 in connection with the
sale-leaseback transactions are as follows:

Lease Payments

Under Sale-

Year Ending Leaseback

December 31 Agreement
2006 21,151,807
2007 21,151,807
2008 and thereafter 94,160,569

16. INFORMATION ABOUT FINANCIAL INSTRUMENTS WITH OFF-BALANCE SHEET
RISK AND FINANCIAL INSTRUMENTS WITH CONCENTRATIONS OF CREDIT
RISK — NOT APPLICABLE

17. SALE, TRANSFER AND SERVICING OF FINANCIAL ASSETS AND
EXTINGUISHMENTS OF LIABILITIES

BCBSM, in the normal course of business, enters into security lending agreements
with various other counterparties. Under these agreements, BCBSM lends U.S.
Treasury securities in exchange for collateral consisting primarily of cash. The
collateral pledged from counterparties is not available for BCBSM'’s general use, and
therefore, is restricted. At December 31, 2005 and 2004, securities lending collateral
totaled $557,413,297 and $390,010,478, respectively.

18. GAIN OR LOSS TO THE REPORTING ENTITY FROM UNINSURED A&H PLANS
AND THE UNINSURED PORTION OF PARTIALLY INSURED PLANS

A. ASO Plans — NOT APPLICABLE
B. ASC Plans - The gain from operations from ASC uninsured plans and the

uninsured portion of partially insured plans (ASC plans with stop loss coverage)
as of December, 31, 2005 are as follows (in thousands):
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ASC Plans ASC Plans

without stoploss  with stoploss Total
Gross reimbursement for medical cost incurred $ 2,808,284 $ 4,350,202 $ 7,158,486
Gross administrative fees accrued 232,049 453,104 685,153
Subsidy transfer (606) (53,269) (53,875)
Gross expenses incurred (claims and administrative) 3,042,848 4,728,298 7,771,146
Total net gain from operations $ (3,121) $ 21,739 $ 18,618
Insured ASC Total
Premium fees and reimbursements $ 5,523,155 $ 7,843,639 $ 13,366,794
Claims Incurred 4,764,024 7,158,486 11,922,510
Premium deficiency charge 109,400 - 109,400
Administrative Expenses 617,724 612,660 1,230,384
Total Operating Expenses 5,491,148 7,771,146 13,262,294
Senior Cost Transfer 53,875 (53,875)
Underwriting Gain/(Loss) $ 85,882 $ 18,618 $ 104,500

C. Medicare or Similarly Structured Cost Based Reimbursement Contract — NOT

APPLICABLE

19. DIRECT PREMIUM WRITTEN/PRODUCED BY MANAGING GENERAL
AGENTS/THIRD PARTY ADMINISTRATORS NOT APPLICABLE

20. SEPTEMBER 11 EVENTS — NOT APPLICABLE

21. OTHER ITEMS

A.

B.

Extraordinary Items — NOT APPLICABLE
Troubled Debt Restructuring — NOT APPLICABLE
Other Disclosures:

Blue Cross Blue Shield Association ("BCBSA") Deposit - As part of its Blue
Cross Blue Shield Association (“BCBSA”") license requirements, the Company is
required to maintain a custodial bank account to assure the payment of claims in
the event of the Company'’s insolvency. The account balance is calculated as a
percentage of the Company’s unpaid claim liability and consists primarily of
marketable securities. The funds in the account are included in the Company’s
investment portfolio. The Company has the ability to trade and transfer securities
within the account as long as the balance in the account is at or above the
required minimum. The required balance for the period April 1, 2005 through
March 31, 2006, is $116.8 million. At December 31, 2005, the balance in this
custodial account was $138.7 million.

Industry Concentration— The Company primarily conducts business within the
State of Michigan. A significant portion of the Company’s customer base is
concentrated in companies that are part of the automobile manufacturing
industry. Receivables from these customers of $103,627 and $123,184 at
December 31, 2005 and 2004, respectively, primarily represent reimbursable
claims and administrative fees for services provided to them as part of their ASC
arrangements with the Company. The Company held cash advances from these
customers of $19,678 and $16,536 at December 31, 2005 and 2004,
respectively, to partially offset these receivables. In addition, the Company holds
investments in these customers’ equity securities, corporate bonds, commercial
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paper, and medium-term notes with a total fair value of $84,450 and $11,515 at
December 31, 2005 and 2004, respectively.

D. Uncollectible Assets on Uninsured plans — NOT APPLICABLE

E. Noncash Transactions — NOT APPLICABLE

F. Business Interruption Insurance Recoveries — NOT APPLICABLE
22. EVENTS SUBSEQUENT — NONE
23. REINSURANCE — NOT APPLICABLE

24. RETROSPECTIVELY RATED CONTRACTS AND CONTRACTS SUBJECT TO
REDETERMINATION

A. Aliability is established for experience rated group contracts as a result of
favorable experience based on an actuarial estimate of underwriting gains which
will be returned to groups, either as cash refunds or future rate reductions.
Under terms of most of the experience rated group contracts, recovery, if any, of
underwriting losses through future rate increases is not recognized until
received. The off-balance sheet receivables arising from underwriting losses for
experience rated groups are $36,933,001 and $64,662,800 as of December 31,
2005 and 2004, respectively.

B. Net premiums written subject to retrospective rating features were $3.557
million, which represents 63% of total net premiums written.

25. CHANGE IN INCURRED LOSSES AND LOSS ADJUSTMENT EXPENSES -

This estimate is based upon historical claims experience modified for current trends
and changes in benefit coverage, which could vary as the claims are ultimately
settled. Processing expense related to claims is accrued based on an estimate of
expenses to process such claims. Revisions in actuarial estimates are reported in the
period in which they arise.

26. INTER-COMPANY POOLING ARRANGEMENTS — NOT APPLICABLE
27. STRUCTURED SETTLEMENTS — NOT APPLICABLE

28. HEALTH CARE RECEIVABLES — The Company receives pharmaceutical rebates
from third-party pharmacy benefit managers. These rebates are calculated using
estimates based on guaranteed rebate rates, drug benefit trends and membership.
Activity for the previous two years is summarized as follows (in thousands):

Estimated Pharmacy Rebates Actual Rebates Actual Rebates
Pharmany Rebates as Billed Actual Rebates Received Received
as Reported on or Otherwise Received Within  within 91to 180 More Than 180 Days

Quarter Financial Statements Confirmed 90 Days of Billing  Days of Billing After Billing
12/31/2005 37,696,074 7,685,955 7,685,955

9/30/2005 23,828,167 26,622,776 26,622,776

6/30/2005 23,890,156 31,919,311 31,919,311

3/31/2005 24,147,801 35,061,793 35,061,793
12/31/2004 42,464,282 45,513,256 45,513,256

9/30/2004 35,937,680 43,629,412 43,629,412

6/30/2004 40,582,785 37,698,847 37,698,847

3/31/2004 38,346,135 41,824,511 41,824,511
12/31/2003 24,853,452 31,682,511 31,682,511

9/30/2003 24,634,356 26,728,241 26,728,241

6/30/2003 25,481,836 30,187,900 30,187,900

3/31/2003 26,311,862 29,091,122 29,091,122

29. PARTICIPATING POLICIES — NOT APPLICABLE
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30. PREMIUM DEFICIENCY RESERVES

A liability for premium deficiency losses is recognized when it is probable that
expected claim losses and allocable administrative expenses will exceed future
premiums on existing health and other contracts without consideration of investment
income. For purposes of premium deficiency losses, contracts are grouped in a
manner consistent with the Company’s method of acquiring, servicing and
measuring the profitability of such contracts. The anticipated losses are reported as
an increase in reserves for life and accident and health contracts. Once established,
premium deficiency losses are released over the period that the contract is in a loss
position. Premium deficiency reserves consist of the following at December 31 (in

thousands):
Balance Additional Balance
12/31/2004 Provision Amortization 12/31/2005
MIChild $ 11,500 $ 18,674 $ (14,474) $ 15,700
Individual 28,000 70,344 (37,144) 61,200
Medicare Complementary 123,000 131,740 (59,740) 195,000
Total $ 162,500 $ 220,758 $ (111,358) $ 271,900
Medicare

Projected Loss by Year MIChild Individual Comp Total
2006 Year $ 15,700 $ 36,500 $ 85,100 $ 137,300
2007 Year 19,100 62,600 81,700
2008 Year 5,600 47,300 52,900

$ 15,700 $ 61,200 $ 195,000 $ 271,900

The MIChild premium deficiency reserve (“PDR”) was established for the anticipated
losses on the state sponsored insurance program, which provides health and dental
benefits for uninsured children of Michigan’s working families. The $11,500,000
balance at December 31, 2004 was the estimated loss for the contract period in
effect ending September 31, 2005. At October 1, 2005, the Company established a
new premium deficiency reserve of $18,674,000 based on a current valuation of
anticipated losses for the new contract period ending September 30, 2006. At
December 31, 2005 the outstanding balance of $15,700,000 represents anticipated
losses for the current contract period.

The premium deficiency reserve for the Company’s Individual business line was
established for anticipated losses for the contract years 2006 through 2008 primarily
due to the likelihood of lower than expected future premium rate increases and
higher than anticipated benefit trends.

The original premium deficiency reserve for the Medicare complimentary line of
business established in 2004 was for anticipated losses for the contract years 2005
through 2007. The additional provision for losses through 2008 in the amount of
$131,740,000 was based on revised premium rate increase assumptions. The
revised estimates assume rate increases of 0% in 2006 and 20% in years 2007
through 2008.

31. ANTICIPATED SALVAGE AND SUBROGATION - Anticipated salvage and
subrogation is included as a reduction to claims unpaid as reported on line 1, page 3
as follows.
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2005 2004

1999 Accident Year - 379
2000 Accident Year - 738
2001 Accident Year 511 4,329
2002 Accident Year 1,455 24,921
2003 Accident Year 2,556 207,044
2004 Accident Year 366,224 3,424,814
2005 Accident Year 2,842,758

32. RECLASSIFICATION OF PRIOR YEAR ACCRUED INCENTIVE AMOUNT — The
prior period liability reported on line 2, accrued medical incentive pool and bonus
amounts of $16.9 million was reclassified in 2005 to line 15 amounts receivable from
uninsured plans due to the fact that the 2004 liability was attributable to self-funded
administrative service contracts.
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sstementzsofoesenver 1, 2055100 BLUE CROSS BLUE SHIELD OF MICHIGAN
SUMMARY INVESTMENT SCHEDULE

Gross Admitted Assets as Reported
Investment Holdings in the Annual Statement
Investment Categories Amlunt Percezntage Amiunt Perc:ntage
1. Bonds:
11 ULS. rEASUIY SECUIHIES........cveveivieceesctee ettt sttt st ss st s s ses s nse e | cbestenen 378,778,057 | .coveveree 86 |.... 378,778,057 | .coveveree 8.7
1.2 U.S. government agency obligations (excluding mortgage-backed securities):
1.21 Issued by U.S. QOVEMMENE AQENCIES.......c.ovuivieeiieieieieie ettt n s bnnes | oesenans 231,097,732 | oo 52 [ 231,097,732 | oo 53
1.22 Issued by U.S. government SPONSOrEd gENCIES..........cvevreerreurerieieieisssssssssesssssssssesssssssssessessesssessessesssess | sessssssessnssssssssssssensses | sessesssessanes 0.0 [ [ e 0.0
1.3 Foreign government (including Canada, excluding mortgage-backed SECUNHES)..........cvvveeverrerrererrieieriereienens | e 200,000 [ ...ccoovnnennd 0.0 [ 200,000 | .ovrverrnenad 0.0
1.4 Securities issued by states, territories and possessions and political subdivisions in the U.S.:
1.41 States, territories and possessions general obligations.............ccoceveciriiieiciieiie e esssssnes | esreseesssses e | oevesnesenens 0.0 [ [ i) 0.0
1.42 Political subdivisions of states, territories & possessions & political subdivisions general obligations........ | ...cccocveveveeeveeeveones [ eriiieennnn, 0.0 | ooeveeeireeceiees [ e 0.0
1.43 Revenue and assessment OblIGAtioNS...........c.cueevieieiceieisiesiieee e sssssessssessessesesssssesssssnens | enessnssssessessesssssssnnss | seersnrernnnend000 | eoeiveieeieisiesieens [ e 0.0
1.44 Industrial development and similar 0bligations............cc.vceeevieiiesiscecesses i ssensens | v | eveverenrerennnd000 [ | 0.0
1.5 Mortgage-backed securities (includes residential and commercial MBS):
1.51 Pass-through securities:
1.511 Issued or guaranteed bBY GNIMA ..ottt ssssenns | ensessessssessnssessssessnnns | oesessessesess 0.0 [ [ i) 0.0
1.512 Issued or guaranteed by FNMA and FHLMC.........c.cooovevcvviveeiceeee et ssssssesessenns | cvene 1,052,079,027 | .............. 239 |..... 1,052,079,027 | .............. 24.2
1513 Al OtNET .ottt nenns | seeeieeeni et | eereeeneiennd 0.0 | v e 0.0
1.52 CMOs and REMICs:
1.521 Issued or guaranteed by GNMA, FNMA, FHLMC OF VA ..o sssvesssssssssessnnes | cnevssssesssssssssssssssesses | soessessessenss 0.0 | eoieveereeeressniiens | e 0.0
1.522 Issued by non-U.S. Government issuers and collateralized by mortgage-backed
securities issued or guaranteed by agencies Shown in LiNg 1.521..........ooerrrninrrnrmenensinnennenns | v [ ceesennenneend (V01 RO IR 0.0
1,523 Al OTNET ...ooooieeeereier sttt nnenns | cneeinnsnennen st | eereenneiennd 0.0 | coveererrerrreerrenines [ e 0.0
2. Other debt and other fixed income securities (excluding short-term):
2.1 Unaffiliated domestic securities (includes credit tenant loans rated by the SVO).........ccceevierveieierseiniesiieniens | e 892,665,144 | .............. 203 |......... 892,665,144 | .............. 20.5
2.2 Unaffiliated fOreign SECUMLIES. .......oieeieiereee ettt sess st ss st st stsssnsnstns | setssssssssssssssessessnnsnens | eesnsssessesend 0.0 [ [ i) 0.0
2.3 AFilIAtEA SECUMHIES. ........oeeverreerrirriisesieeei st ssn s esssesnine | serenssssenssnenssesniensees | soeenseensnnd 0.0 [ | i) 0.0
3. Equity interests:
3.1 INVeStMENtS iN MULUAI FUNAS.........cveivieceeicete ettt sttt sesae s sentans | oeaereann 256,215,233 | .covvveernn 58 [........ 256,215,233 | .covvveernn 59
3.2 Preferred stocks:
321 AFFIIEEA. ... veoveerecreee ettt sssesssssssssssssesssnsssnssssessssnssnsssnns | sessssssesssssssssssnnsssns | snevesmnnereersi0:0 [ onreenneennrennninennens | e 0.0
322 UNAFIlIALEA. ... ..ottt | crteeneines 1,701,479 | oo 0.0 | v 1,701,479 | v 0.0
3.3 Publicly traded equity securities (excluding preferred stocks):
331 AFIIAEE. ...ttt snnnins | srestnnsni st | eereensenennd 0.0 | v [ 0.0
332 UNGFfIlIALEA. ... oottt enss s sss s snnss s enssssessnnnns | neessenessnessssesnssnsstns | seesesseesnnend (00 TSR (ST 0.0
3.4 Other equity securities:
BT 1o OO ISP 920,545,469 | ......conv... 209 |........ 881,022,846 | .............. 20.2
342 UNAFIlIALEA. ... ...ttt | crieeneies 9,622,860 | .....cocevnn: 0.2 | oo 9,622,860 | .....cocovnn: 0.2
3.5 Other equity interests including tangible personal property under lease:
351 AFIIAEE. ..ottt snnnen | sresinne st | eereennenennd 0.0 | o [ 0.0
352 UNAFIlIALEA. ... .eooeeercereer ettt snsst st nsstsssnnnes | srestenesnnesssnennsensstns | seesessnereend (00 OOTSRR (SO 0.0
4. Mortgage loans:
4.1 Construction and 1and deVeIOPMENL............c.ccorurrureurierrireireeieesreeeeeeseeeees e ssssssssssnsssssesssssssssessessesssnssessenes | sensssnssessessmsssessensnnsss | sereesmmnnennes0.0 [ o | ! 0.0
4.2 AGHCUIUIAL ...ocvieeveeicieiiese ettt snsse st s sssessessessesenssnsessnsensensessessesens | snsessessensssessensessnsenses | cevnrenrennernd0i0 [ oo [ e 0.0
4.3 Single family residential PrOPEIHES..........ocrvurirrirreerirerereieieeiseieeesieeseessetssssessssssssssssesssssssssessessesssessessesssessessnnes | srnssenssessensmnsessennnsss | eereesmennernens00 [ o | ! 0.0
4.4 Multifamily residential ProperiEs..........ccecieveeireiieissiessssesesssiessss s ssssssssssssssssssssssssssssssesss | svsssessessesssssessessansss | esvessenseereeni000 [ oo | i) 0.0
4.5 ComMMENCIAl IOANS........couiiiicrieriicrrii e sesssseesiessssssesinessssssesssenseesees | eooneemnennesnnssenoesnns | s 000 | e [ 0.0
46 Mezzanine real eState 10aNS............covvvrcciernreceercseneesesesssesssessssssssssessssesssssssssssnessssssssessseens | s | coeemnrernenn0:00 [ | 0.0
5. Real estate investments:
5.1 Property 0cCUPIEd DY COMPENY........ccouierrimeeriierireisirierisessstessiessess sttt ssssssesisssssssesssessns | cvveseens 181,037,789 | ..o | 181,037,789 | ..covvrrnens 4.2
5.2 Property held for production of income (including $.......... 0 of property acquired in satisfaction of debt).........c.... | overevvevinievcieies | eveiieieeen0.0 | e | e 0.0
5.3  Property held for sale (including $......... 0 property acquired in satisfaction of debt)..........coccevvererrrnrrnrnrnninnens | e | crrrneennnd0.0 | oo | e 0.0
6. CONAC I0ANS........ouviieiiririr st siessesssinsssssnssnnssnnsinnes | nevnesnnnnsssienisnnnnnes | coennnsenneenl0:0) | oo | e 0.0
7. RECEIVADIES fOr SECUMHES. ......rvvrerrererrieiieie ettt sns st ssssessssssnssessesssessessesssessessessssssessmsssnssssmsssnssssnsssnsas | ssssnsssessensmnssesesansss | serersmnsnenneni000 [ covvninsnsnnsnssnnnnns | covrnnennennd 0.0
8.  Cash, cash equivalents and Short-term iNVESIMENES...........ccocucveieieiciieese et sns | eseee 444 467144 | ..........10.1 | ......... 444 A6T 144 | .............. 10.2
9. OtheriNVESIEA @SSELS.......cecviecvcicie ettt sttt st et s b s e a st sa s ssesansesanns | snsesaeras 33,996,506 |................ 08 |...... 25,330,582 |................ 0.6
10, TOtal INVESIEA BSSEES. ... vvuiiueiirtieresieses s sse sttt eas sttt | o 4,402,406,440 | ........... 1000 |...... 4,354,217,893 | ........... 100.0
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GENERAL INTERROGATORIES
PART 1 - COMMON INTERROGATORIES

GENERAL
Is the reporting entity a member of an Insurance Holding Company System consisting of two or more affiliated persons, one or more of which
is an insurer? Yes[X] No[ ]
If yes, did the reporting entity register and file with its domiciliary State Insurance Commissioner, Director or Superintendent or with such
regulatory official of the state of domicile of the principal insurer in the Holding Company System, a registration statement providing
disclosure substantially similar to the standards adopted by the National Association of Insurance Commissioners (NAIC) in its Model
Insurance Holding Company System Regulatory Act and model regulations pertaining thereto, or is the reporting entity subject to standards
and disclosure requirements substantially similar to those required by such Act and regulations? Yes[X] No[ ] N/AT ]
State regulating? Michigan
Has any change been made during the year of this statement in the charter, by-laws, articles of incorporation, or deed of settlement of the
reporting entity? Yes[ ] No [X]
If yes, date of change:
If not previously filed, furnish herewith a certified copy of the instrument as amended.
State as of what date the latest financial examination of the reporting entity was made or is being made. 12/31/2003
State the as of date that the latest financial examination report became available from either the state of domicile or the reporting entity.
This date should be the date of the examined balance sheet and not the date the report was completed or released. 12/31/2003
State as of what date the latest financial examination report became available to other states or the public from either the state of domicile or the
reporting entity. This is the release date or completion date of the examination report and not the date of the examination (balance sheet date). 06/16/2005
By what department or departments? Office of Financial and Insurances Services
During the period covered by this statement, did any agent, broker, sales representative, non-affiliated sales/service organization or any combination
thereof under a common control (other than salaried employees of the reporting entity) receive credit or commissions for or control a substantial
part (more than 20 percent of any major line of business measured on direct premiums) of:
411 sales of new business? Yes[ ] No [X]
412 renewals? Yes[ | No [X]
During the period covered by this statement, did any sales/service organization owned in whole or in part by the reporting entity or an affiliate,
receive credit or commissions for or control a substantial part (more than 20 percent of any major line of business measured on direct premiums) of:
4.21 sales of new business? Yes[ ] No [X]
422 renewals? Yes[ ] No [X]
Has the reporting entity been a party to a merger or consolidation during the period covered by this statement? Yes[ ] No [X]
If yes, provide the name of the entity, NAIC company code, and state of domicile (use two letter state abbreviation) for any entity that has ceased
to exist as a result of the merger or consolidation.
1 2 3
Name of Entity NAIC Co. Code State of Domicile
Has the reporting entity had any Certificates of Authority, licenses or registrations (including corporate registration, if applicable) suspended
or revoked by any governmental entity during the reporting period? (You need not report an action, either formal or informal, if a
confidentiality clause is part of the agreement.) Yes[ ] No [X]
If yes, give full information:
Does any foreign (non-United States) person or entity directly or indirectly control 10% or more of the reporting entity? Yes[ ] No [X]
If yes,
7.21 State the percentage of foreign control. %
7.22 State the nationality(ies) of the foreign person(s) or entity(ies); or if the entity is a mutual or reciprocal,
the nationality of its manager or attorney-in-fact and identify the type of entity(ies) (e.g., individual,
corporation, government, manager or attorney-in-fact)
1 2

Nationality Type of Entity
Is the company a subsidiary of a bank holding company regulated by the Federal Reserve Board? Yes[ ] No [X]
If response to 8.1 is yes, please identify the name of the bank holding company.
Is the company affiliated with one or more banks, thrifts or securities firms? Yes[ ] No [X]
If response to 8.3 is yes, please provide the names and location (city and state of the main office) of any affiliates regulated by a federal
financial regulatory services agency [i.e. the Federal Reserve Board (FRB), the Office of the Comptroller of the Currency (OCC), the Office of
Thrift Supervision (OTS), the Federal Deposit Insurance Corporation (FDIC) and the Securities Exchange Commission (SEC)] and identify the
affiliate's primary federal regulator.

1 2 3 4 5 6 7
Affiliate Name Location (City, State) FRB 0occ 0oTS FDIC SEC
What is the name and address of the independent certified public accountant or accounting firm retained to conduct the annual audit?
Deloitte & Touche, Suite 900, 600 Renaissance Center, Detroit, Michigan 48243-1704
What is the name, address and affiliation (officer/employee of the reporting entity or actuary/consultant associated with an actuarial
consulting firm) of the individual providing the statement of actuarial opinion/certification?
John Dunn FSA MAAA Director and Coroporate Actuary
Blue Cross Blue Shield of Michigan, 600 E.Lafayette, MC 1850, Detroit,Michigan 48226
Does the reporting entity own any securities of a real estate holding company or otherwise hold real estate indirectly? Yes[ ] No [X]
11.11 Name of real estate holding company:
11.12 Number of parcels involved
11.13 Total book/adjusted carryingvalue
If yes, provide explanation.
FOR UNITED STATES BRANCHES OF ALIEN REPORTING ENTITIES ONLY:
What changes have been made during the year in the United States manager or the United States trustees of the reporting entity?
Does this statement contain all business transacted for the reporting entity through its United States Branch on risks wherever located? Yes[ ] No[ ]
Have there been any changes made to any of the trust indentures during the year? Yes[ ] No[ ]
If answer to (12.3) is yes, has the domiciliary or entry state approved the changes? Yes[ ] No[ ] NAT ]
BOARD OF DIRECTORS

Is the purchase or sale of all investments of the reporting entity passed upon either by the Board of Directors or a subordinate committee thereof? Yes[X] No[ ]
Does the reporting entity keep a complete permanent record of the proceedings of its Board of Directors and all subordinate committees thereof? Yes[X] No[ ]

Has the reporting entity an established procedure for disclosure to its Board of Directors or trustees of any material interest or affiliation
on the part of any of its officers, directors, trustees or responsible employees that is in conflict or is likely to conflict with the official duties
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GENERAL INTERROGATORIES
PART 1 - COMMON INTERROGATORIES
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252

of such person?

FINANCIAL

Total amount loaned during the year (inclusive of Separate Accounts, exclusive of policy loans):

16.11 To directors or other officers
16.12 To stockholders not officers
16.13 Trustees, supreme or grand (Fraternal only)

Total amount of loans outstanding at the end of year (inclusive of Separate Accounts, exclusive of policy loans):

16.21 To directors or other officers
16.22 To stockholders not officers
16.23 Trustees, supreme or grand (Fraternal only)

Were any assets reported in this statement subject to a contractual obligation to transfer to another party without the liability for

such obligation being reported in the statement?

If yes, state the amount thereof at December 31 of the current year:
17.21 Rented from others

17.22 Borrowed from others

17.23 Leased from others

17.24 Other

Does this statement include payments for assessments as described in the Annual Statement Instructions other than guaranty

fund or guaranty association assessments?

If answer is yes:

18.21 Amount paid as losses or risk adjustment
18.22 Amount paid as expenses

18.23 Other amounts paid

Does the reporting entity report any amounts due from parent, subsidiaries or affiliates on Page 2 of this statement?
If yes, indicate any amounts receivable from parent included in the Page 2 amount.

INVESTMENT

Were all the stocks, bonds and other securities owned December 31 of current year, over which the reporting entity has exclusive control,
in the actual possession of the reporting entity on said date, except as shown by Schedule E-Part 3-Special Deposits?

If no, give full and complete information relating thereto.

Certain securities are subject to a security lending agreement with State Street Bank.

Were any of the stocks, bonds or other assets of the reporting entity owned at December 31 of the current year not exclusively under the
control of the reporting entity, except as shown on Schedule E-Part 3-Special Deposits, or has the reporting entity sold or transferred any
assets subject to a put option contract that is currently in force? (Exclude securities subject to Interrogatory 17.1)

If yes, state the amount thereof at December 31 of the current year:
21.21 Loaned to others

21.22 Subject to repurchase agreements

21.23 Subject to reverse repurchase agreements
21.24 Subject to dollar repurchase agreements

21.25 Subject to reverse dollar repurchase agreements
21.26 Pledged as collateral

21.27 Placed under option agreements

21.28 Letter stock or securities restricted as to sale
21.29 Other

For category (21.28) provide the following:

Yes[X]

Yes[ ] No [X]

Yes[ | No [X]

Yes[X] No[ ]
F 27,975,339
Yes[ ] No [ X]
Yes[X] No[ ]

1 2 3
Nature of Restriction Description Amount
Does the reporting entity have any hedging transactions reported on Schedule DB? Yes[ ] No [X]
If yes, has a comprehensive description of the hedging program been made available to the domiciliary state? Yes[ ] No[ ] N/A[X]
If no, attach a description with this statement.
Were any preferred stocks or bonds owned as of December 31 of the current year mandatorily convertible into equity, or, at the option of the
issuer, convertible into equity? Yes[ ] No [X]
If yes, state the amount thereof at December 31 of the currentyear:
Excluding items in Schedule E, real estate, mortgage loans and investments held physically in the reporting entity's offices, vaults or safety
deposit boxes, were all stocks, bonds and other securities, owned throughout the current year held pursuant to a custodial agreement with a
qualified bank or trust company in accordance with Part 1-General, Section IV.H-Custodial or Safekeeping Agreements of the NAIC
Financial Condition Examiners Handbook? Yes[X] No[ ]
For agreements that comply with the requirements of the NAIC Financial Condition Examiners Handbook, complete the following:
1 2
Name of Custodian(s) Custodian's Address

State Street Insurance Services 901 Pennsylvania Kansas City Ml 64105
Federal Home Loan Bank of Indianapolis 8250 Woodfield Crossing, Indianapolis IN 46240
Comerica Bank Institutional Trust, P.O Box 75000, Detroit, MI 48275
For all agreements that do not comply with the requirements of the NAIC Financial Condition Examiners Handbook, provide the
name, location and a complete explanation:

1 2 3

Name(s) Location(s) Complete Explanation(s)

Have there been any changes, including name changes, in the custodian(s) identified in 24.01 during the current year? Yes[ 1] No [X]
If yes, give full and complete information relating thereto:

1 2 3 4

Old Custodian New Custodian Date of Change Reason

Identify all investment advisors, brokers/dealers or individuals acting on behalf of broker/dealers that have access to the investment
accounts, handle securities and have authority to make investments on behalf of the reporting entity:

1 2 3
Central Registration Depository Number(s) Name Address
Does the reporting entity have any diversified mutual funds reported in Schedule D, Part 2 (diversified according to the Securities and
Exchange Commission (SEC) in the Investment Company Act of 1940 [Section 5(b)(1)])? Yes[X] No[ ]
If yes, complete the following schedule:

1 2 3

CUSIP # Name of Mutual Fund Book/Adj.Carrying Value

271
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29.2

30.1
30.2

GENERAL INTERROGATORIES
PART 1 - COMMON INTERROGATORIES

631100 110 Nasdaq 100 Index Fund 34,167,026

722005 62 6 pimco All asset Fund 14,456,830

78462110 3 SPDR Trust Series 150,221,315

922908 65 2 Vanguard Extended Market Vipers 50,754,296
25.2999. TOTAL 249,599,467
For each mutual fund listed in the table above, complete the following schedule:

1 2 3 4
Amount of Mutual
Fund's Book/Adjusted
Name of Mutual Fund Name of Significant Holding Carrying Value
(from the above table) of the Mutual Fund Attributable to Holding Date of Valuation
Nasdag 100 Microsoft Corp 2,336,000 12/31/2005
SPDR Trust Series General Electric 4,942,281 12/31/2005
Vanguard Extended market Index fund Google Inc 1,268,857 12/31/2005
Provide the following information for all short-term and long-term bonds and all preferred stocks. Do not substitute amortized value or statement value for fair value.
1 2 3
Excess of Statement
Statement over Fair Value (-),
(Admitted) Fair or Fair Value over
Value Value Statement (+)

261 BONGS...cvoeereeieieiei sttt | ceseneas 3,012,794,949 |...... 3,016,403,380 |.....ccooennne 3,608,431
26.2 Preferred stocks... LA701,479 . 1,707,123 |... ....5,644
26.3 TOtAlS...e ettt | ceseneas 3,014,496,428 | ...... 3,018,110,503 614,075
26.4 Describe the sources or methods utilized in determining the fair values:
Have all the filing requirements of the Purposes and Procedures Manual of the NAIC Securities Valuation Office been followed? Yes[X] No[ ]

If no, list exceptions:

OTHER

Amount of payments to trade associations, service organizations and statistical or rating bureaus, if any?
List the name of the organization and the amount paid if any such payment represented 25% or more of the total payments to
trade associations, service organizations and statistical or rating bureaus during the period covered by this statement.

1 2
Name Amount Paid
Blue Cross Blue shield Association 4,887,472
Amount of payments for legal expenses, if any?
List the name of the firm and the amount paid if any such payment represented 25% or more of the total payments
for legal expenses during the period covered by this statement.
1 2
Name Amount Paid
Dickinson Wright 1,523,437
Amount of payments for expenditures in connection with matters before legislative bodies, officers or departments of government, if any?
List the name of the firm and the amount paid if any such payment represented 25% or more of the total payment expenditures
in connection with matters before legislative bodies, officers or departments of government during the period covered by this statement.
1 2
Name Amount Paid

Karoub Associates

120,000

27.2

4977176
B 2,473,681
F 364,958
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GENERAL INTERROGATORIES (continued)
PART 2 - HEALTH INTERROGATORIES

Does the reporting entity have any direct Medicare Supplement Insurance in force?
If yes, indicate premium earned on U.S. business only

What portion of Item (1.2) is not reported on the Medicare Supplement Insurance Experience Exhibit?
1.31 Reason for excluding

Indicate amount of earned premium attributable to Canadian and/or Other Alien not included in Item (1.2) above.
Indicate total incurred claims on all Medicare Supplement insurance.
Individual policies:

Most current three years:

1.61  Total premium earned

1.62 Total incurred claims

1.63  Number of covered lives

All years prior to most current three years:

1.64 Total premium earned

1.65 Total incurred claims

1.66  Number of covered lives

Group policies:

Most current three years:

1.71  Total premium earned

1.72  Total incurred claims

1.73  Number of covered lives

All years prior to most current three years:

1.74  Total premium earned
1.75 Total incurred claims
1.76  Number of covered lives
Health test: 1 2
Current Year Prior Year
2.1 Premium NUmerator...........ccoeoeeeeveeeeeriiesiins | cvrinienans 5,614,912,576 | .....ccocn.u 5,497,184,314
2.2 Premium Denominator ...5,614,912,576 | ................. 5,497,184,314

2.3 Premium Ratio (2.1/2.2).......

2.4 Reserve Numerator.

2.5 Reserve Denominator

2.6 Reserve Ratio (2.4/2.5).......cccoeenenennenenennnnne

Has the reporting entity received any endowment or gift from contracting hospitals, physicians, dentists, or others that is agreed will be
returned when, as and if the earnings of the reporting entity permits?

If yes, give particulars:

Have copies of all agreements stating the period and nature of hospitals', physicians', and dentists' care offered to subscribers and
departments been filed with the appropriate regulatory agency?

If not previously filed, furnish herewith a copy(ies) of such agreement(s). Do these agreements include additional benefits offered?
Does the reporting entity have stop-loss reinsurance?

If no, explain:
Blue Cross Blue Shield of Michigan does not utilize stop-loss reinsurance due to the size and stability of the business and sufficient levels of capitalization

Maximum retained risk (see instructions):
5.31 Comprehensive medical

5.32  Medical only

5.33 Medicare supplement

5.34 Dental

5.35 Other limited benefit plan

5.36  Other

Describe arrangement which the reporting entity may have to protect subscribers and their dependents against the risk of insolvency including
hold harmless provisions, conversion privileges with other carriers, agreements with providers to continue rendering services, and any other
agreements:

Maintain a restricted custodial bank account determined on the basis of a formula set by BCBSA and continuation insurance coverage with Collins and Associates.

Does the reporting entity set up its claim liability for provider services on a service date base?

If no, give details:
Claims liabilities are based on paid/incurred claims triangulation

Provide the following information regarding participating providers:
8.1 Number of providers at start of reporting year
8.2 Number of providers at end of reporting year

Does the reporting entity have business subject to premium rate guarantees?
If yes, direct premium earned:

9.21 Business with the rate guarantees between 15-36 months

9.22 Business with rate guarantees over 36 months

Does the reporting entity have Incentive Pool, Withhold or Bonus arrangements in its provider contracts?
If yes:

10.21 Maximum amount payable bonuses

10.22 Amount actually paid for year bonuses

10.23 Maximum amount payable withholds

10.24 Amount actually paid for year withholds

Is the reporting entity organized as:
11.12 A Medical Group/Staff Model,

28

Yes[X] No[ ]
G 223,682,675
B 0
B 0
G 353,720,981
B 223,682,675
B 353,720,981
........................... 219,379
B 0
e 0
...................................... 0

G 0
G 0
...................................... 0
Yes[ ] No[X]
Yes[X] No[ 1]
Yes[X] No[ ]
Yes[ ] No[X]

Yes[ ] No[X]
............................. 36,357
............................. 37,530

Yes[X] No[ ]
G 0
B 0

Yes[X] No[ ]

Yes[ ]

No[X]
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GENERAL INTERROGATORIES (continued)
PART 2 - HEALTH INTERROGATORIES

11.13 An Individual Practice Association (IPA), or

11.14 A Mixed Model (combination of above)?

Is the reporting entity subject to Minimum Net Worth Requirements?
If yes, show the name of the state requiring such net worth.

If yes, show the amount required.

Is this amount included as part of a contingency reserve in stockholder's equity?
If the amount is calculated, show the calculation:

List service areas in which reporting entity is licensed to operate:

1
Name of Service Area

Michigan

28.1

No[X]
No[X]
No[X]

No[X]
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FIVE-YEAR HISTORICAL DATA
1 2

3 4 5
2005 2004 2003 2002 2001

Balance Sheet Items (Pages 2 and 3)

1. Total admitted assets (Page 2, LiNE 26)..........c.ouveeuerrrermnerieerinerinerines | crnveeeend 4,846,088,978 |.......... 4,323,733,105 |........... 4,256,344,275 |........... 3,823,581,501 |........... 3,123,075,925

2. Total liabilities (Page 3, LiNe 22)........cccvvvumrrererimrrinecrinernesesesisseesenins | ereseeeenns 2,385,068,109 |........... 2,080,025,393 |........... 2,358,220,996 |........... 2,291,231,819 | ..cccoonuee 1,822,506,925

3. StALUONY SUMPIUS......voerceereirciiieies s | ereseeeanns 2,461,020,869 |.......... 2,243,707,712 | 1,898,123,279 |.......... 1,532,349,682 |.......... 1,300,569,000

4. Total capital and surplus (Page 3, Line 31).......cccovurvvrevmmmmnerrnerrenrinens | ereereenne 2,461,020,869 |.......... 2,243,707,712 |........... 1,898,123,279 |........... 1,532,349,682 |........... 1,300,569,000
Income Statement Items (Page 4)

5. Total revenues (LiNE 8).........cc.ovvvvuvmmiceiremrirerirreiesesenessseessssseesssssenns | ereseeeenns 5523,155,022 |........... 5518,400,812 |........... 5,554,674,204 |.......... 5,287,341,438 |.......... 4,874,622,864

6. Total medical and hospital expenses (Lin 18)...........ccveweererermererrerrnneeinns | crvrereenne 4,764,024,261 |........... 4,741,767,141 |........... 4,784,056,750 |.......... 4,603,132,705 |........... 4,382,989,985

7. Claims adjustment expenses (LiNe 20)..........c.ouvvverrrrmeeerermeeeenmmressenens | crvreeesenenns 162,363,543 |...ccocvoune 146,094,381 140,978,497 |.....ccoouv. 143,276,612 | ..oooveverreceeerreereenns

8. Total administrative €Xpenses (LN 21)........ccurveiiereiniieinereensiseessssnns | crnresseseenns 382,867,090 |...cccoorene 334,178,455 |.............. 362,475,685 |....cccourene 455,198,242 | .............. 369,505,007

9. Net underwriting gain (10SS) (LiNE 24)...........ouevveerrneeenerirereirenereeereneins | creeeinenns 104,500,128 |......co..uc.. 168,860,835 |............. 232,163,272 |..covvvrennen 85,733,879 |.cooovevir (12,763,542)
10.  Netinvestment gain (I0SS) (LINE 27).........cc.ruevemrrinreimmmnerisemriresessensinnes [ eevveereinns 145,840,683 |.............. 169,584,382 | ......ccoouc.n. 91,865,207 |...coovvrennn 85,222,156 |....covvvrennn 95,627,883
11. Total other income (Lines 28 plUS 29)..........evvreeurrimreeerermsessessesnsessessesnees | eeseseseesenes 12,790,186 |...coverrerens 37,392,858 |.............. 118,792,295 |...ccovvnevee. 37,774,108 |..oovvenene (18,999,569)
12, Netincome Or (I0SS) (LINE 32)......cverrrerreeirrierrereieeissesssssesssssssssssssesssssseses | seenessssesans 193,004,312 |..cccvueee. 238,811,712 | .o 374,497,394 | ..o 161,382,896 |.....coovene 56,161,250
Risk-Based Capital Analysis

13, Total adjusted Capital.........ccoovuerieeerireiresreeese s | e 2,461,020,869 |........... 2,243,707,712 | v 1,898,123,279 |........... 1,532,349,682 |........... 1,300,569,000
14. Authorized control level risk-based capital...........cccoeververrrnininnenienenes [ eveneines 276,012,909 |....cceene. 282,994,740 |.............. 299,806,439 |.............. 267,570,296 | ... 263,837,065
Enroliment (Exhibit 1)

15.  Total members at end of period (Column 5, LiN€ 7)......c.cooevveveververreereeens | e, 2,540,301 | 2,621,892 |....cccooennne. 2,698,830 |...ccovvrernnn. 2,659,983 |....cccoirerrnne 2,648,278
16 Total member months (Column 6, LiNE 7).........cccmreeerermrrecenennereinennns | cervieeeeenenes 30,862,149 |....ccccovvvene. 31,590,818 |....cccrvvenne 35,468,309 |....coovevenne 32,511,278 | ..ovvenne. 31,795,355
Operating Percentage (Page 4)
(Item divided by Page 4, sum of Lines 2, 3, and 5) x 100

17.  Premiums earned plus risk revenue (Line 2 plus Lines 3 and 5)........cccooeees | covvvrovierriecieienne 100.0 | coveveiererierenae 100.0 | eoovveveeeeeeeie 100.0 | oo 100.0 | oo 100.0
18. Total hospital and medical plus other non-health (Line 18 plus Ling 19).... [ cccceevvieiverrcrennee. 86.3 | .o 85.9 | o 86.1 | .o 871 | e 89.8
19, Cost CONtAINMENE EXPENSES........cvveivriiriieiieeieee et sessssens | evsessssssses s s sans 0.8 [, 0.9 | D90 GO P XXX oveeveiens e, .0, S
20. Other claims adjustment EXPENSES.........ceiveireiriiiieieieeisee st seiesens | crevsesesessesssssessssesees 2.0 [ 2.8 | oo | e | et
21. Total underwriting deductions (LiNE 23)........cccvvuerererrieeereisisiesiseieniens | crevveiesessesesssenens 981 | i 96.9 | .o 95.8 | i 984 | .o 100.1
22. Total underwriting gain (10SS) (LINE 24)........c.cvivuriririiieiieieesieissieisieiienns | cesseiessssesssssessssenees 1.9 | e K T I R A2 | e, 1.6 [ (0.3)
Unpaid Claims Analysis (U&I Exhibit, Part 2B)

23. Total claims incurred for prior years (Line 13 COL 5)......ccovvevrierierrierieiiens | e 458,613,882 |.............. 482,601,216 |.............. 518,953,914 |...cccoenn 533,853,556 |......cco.... 728,002,716
24. Estimated liability of unpaid claims - [prior year (Line 13, Col. 6)]  |.cvevenn: 481,433,976 |........cc.... 576,481,245 | .............. 567,360,979 | .....cocce.n.. 637,430,199 | ........... 1,201,642,568
Investments in Parent, Subsidiaries and Affiliates

25. Affiliated bonds (Sch. D SUMMArY, LINE 25, COL 1).....cviviiiririieiiicirieins | ceeveineisieissssssssssssenssenns | esseessesssssssessssssssnssesnsss | sressssnssessssesssssessessessssees | sessessessssessmssessssassassessns | sesssessesessssssesesasssssesnes
26. Affiliated preferred stocks (Sch D. SUmMMAry, LiNE 39, COL. 1)....ciiniieis | cerrnrieiieissiissieississieis | evseeneesssessssesssssssssesnnes | soessssnssessssesssssessessessssess | sessesessssessnssessssessessessns | eosssessessesessssessssassssseses
27. Affiliated common stocks (Sch D. Summary, Line 53, Col. 2)......cccovvvrnvee | conrereerenns 920,545,469 |.....cccoc.... 839,255,522 | .....cocooene. 695,666,322 |......c.c..... 593,825,933 |....ccocvuene. 510,210,515
28. Affiliated short-term investments (subtotal included in Sch. DA,

Part 2, Col 5, LINE T1).....viieiicrcieciee it sensses | crebesestesssssssssssesessesessss | essssessssssesessesessssssesssnss | sebesessesessssssssssesesesesasns | srsssessssssesesesesesssnsssssses | sresesissesesssiessssssssessesesens

29. Affiliated mortgage 10anS 0N FaI ESTALE...........c.ccviieeiiireice e | e sseies | creresissesssstssssesessssesesens | sreretesiesesesestesessssssssetess | eresessesssseseseresesesesesenss | sressesesreres et s s eas
30, All Other @ffIIAIEA. ......e.veeeeerearireieeereeeci e siees | esieessess s s enisenes | sesiessiesssssinsb st esessesbes | soeesnrss st sit b nes | fetbiene ettt | cereti et
31. Total of above Lines 2510 30........cccueerrereermmrnmeesnsmsssressssssssesssssssssessnes | sensssessaces 920,545,469 | .............. 839,255,522 |.....cc.oe.... 695,666,322 | .............. 593,825,933 |......c.co.... 510,210,515
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Statement as of December 31, 2005 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

SCHEDULE D - SUMMARY BY COUNTRY
Long-Term Bonds and Stocks OWNED December 31 of Current Year

1 2 3 4
Book/Adjusted Par Value
Description Carrying Value Fair Value Actual Cost of Bonds
BONDS 1. United States......cccovrvervnnne | verreernrereenninnes 609,822,460 |.....ccorvrvrrenne. 612,435,866 |.....cccrvrrernnnn. 604,600,354 |.....ccoovverrrnn. 582,875,988
Governments 2. CANAGA. ... | e | ettt | Seheeb ettt | Sheb et
(Including all obligations guaranteed 3. Other COUNtTES. ....verrrnrernes [ orerreensessesssesnssnennes 200,000 ..o 200,000 200,000 | ..o 200,000
by governments) 4. Totals....oooniiincnes | s 610,022,460 |.....cccovvvrinnee 612,635,866 604,800,354 |......ccoovvniunnns 583,075,988
5. United States.......c.ccovrenne.
States, Territories and Possessions 6. Canada...........ooemeenerinnns | e
(Direct and guaranteed) 7. Other Countries........ccccoveuu
8. Totals......covvvrniirnriniranis
Political Subdivisions of States, 9. United States..
Territories and Possessions 10. Canada.......cccoovvueerirrerenene
(Direct and guaranteed) 11. Other Countries...................
12. Totals...... L0 .0 .0 .. 0
Special Revenue and Special Assessment 13. United States.......cccccovvceevs | eevevveeiiiis 1,052,079,027 1,050,614,589 ....1,052,108,838 |.....coocvueeee. 1,052,075,529
Obligations and all Non-guaranteed Obligations 14. Canada
of Agencies and Authorities of Governments 15. Other Countries
and their Political Subdivisions 16. Totals......ccoovviriirninicnins
17. United States.........ccccovvenee.
Public Utilities 18. Canada
(Unaffiliated) 19. Other Countries
20. Totals......cconivririinininiiniaas
Industrial and Miscellaneous and 21. United States..........cccocveunn
Credit Tenant Loans 22. Canada.......cccovwmrermerernninns
(Unaffiliated) 23. Other Countries
24, Totals....ocoveeiiiiisiieinns
Parent, Subsidiaries and Affiliates 25. Totals

26. Total Bonds...

..2,554,819,960 |.... ..2,553,302,792

PREFERRED STOCKS 27. United States.............

Public Utilities 28. Canada
(Unaffiliated) 29. Other Countries.. e ] e
30, TOtAlS. ... | e 0
31 United States.......oocvvervennes | v 1,426,000
Banks, Trust and Insurance Companies 32. Canada
(Unaffiliated) 33, Other COUNMIES. ....cueviiiiieies | ereiiiiiiiesieiesssisrssssssessssesens | arsesssssssessssessssesssssessssessessnss | sosessssssssssessessssessnssessnsessessees
34, TotalS. ..o [ 1,426,000 | ..o 1,426,000 1,426,000
35. United States........ccoveevennes [ ovevrverinernneirciinennns 275479 | 281,123 277,792
Industrial and Miscellaneous 36, CANAUA. ... cececereiieeieeiieires | eeereirees et etes | setetnee sttt | seebi ettt sttt ees
(Unaffiliated) 37. Other Countries......c..cco..uu.
38. Totals. ..o
Parent, Subsidiaries and Affiliates 39. TotalS.....ocomreerrrrersrisresraes

40. Total Preferred Stocks

COMMON STOCKS 41. United States
Public Utilities
(Unaffiliated)

Banks, Trust and Insurance Companies
(Unaffiliated)

Industrial and Miscellaneous

.265,823,833 |.... .265,823,833 | ...

(Unaffiliated)
..................... 265,823,833 |.....................265,823,833 247,336,770
Parent, Subsidiaries and Affiliates 53, TotalS....coveiiiieriiieriiees [ e 920,545,469 |....cooevvvennnn 920,545,469 |...cccocervrnnnnan 301,935,069
54. Total Common Stocks....... | ..cccovrrunnen. 1,186,383,562 |.....ccovernneen. 1,186,383,562 549,286,099
55. Total Stocks......crmermresmennes | cevervireininnes 1,188,085,041 |....coovvneneen. 1,188,090,685 550,989,891
56. Total Bonds and Stocks.... | .................. 3,742,905,001 |..ovvrrerrrnns 3,741,393,477 | .o 3,105,094,665
Bonds and Stocks
1. Book/adjusted carrying value of bonds and stocks, prior year.............cccoe.en.. 3,372,616,945 7. Amortization of Premitum...........cceeviereenrnenese e
2. Cost of bonds and stocks acquired, Column 7, Part 3..........cccccovvvvvivereinnennns 6,619,921,954 8. Foreign exchange adjustment:
3. ACCrUal Of AISCOUNL.........cuivieeeieieieeeee ettt 1,113,633 8.1 Column 15, Part1......cccccvvvnnne
4. Increase (decrease) by adjustment: 8.2 Column 19, Part 2, Section 1.......
41 Columns12-14,Part1......cccoovvvvcerererene, (3,608,431) 8.3 Column 16, Part 2, Section 2.......
4.2 Columns 15-17, Part 2, Section 1................. (5,644) 8.4 Column 15, Part4........cccccceo...
4.3 Column 15, Part 2, Section 2......... . 107,708,563 9. Book/adjusted carrying value at end of current period.................
44 Columns11-13,Part4........ccccvvvvevveereernne. (11,130,940) 92,963,548 10. Total valuation allowance.....
5. Total gain (loss), Column 19, Part 4 (20,123,599) 11. Subtotal (Lines 9 plus 10)....
6. Deduct consideration for bonds and stocks disposed of, Column 7, Part 4..... 6,310,450,915 12. Total nonadmitted amounts............cccccvvvevreennnes

13. Statement value of bonds and stocks, current year..

32

13,136,564

0

3,742,905,001

3,742,905,001

39,522,623

3,703,382,378




sstementzsofoesenver 1, 2055100 BLUE CROSS BLUE SHIELD OF MICHIGAN
SCHEDULE T - PREMIUMS AND OTHER CONSIDERATIONS

Allocated by States and Territories

1 2 Direct Business Only
3 4 5 6 7 8
Federal Employees| Life & Annuity
Guaranty | Is Insurer Accident Health Premiums and Property/
Fund Licensed? & Health Medicare Medicaid Benefits Program Deposit-Type Casualty
State, Etc. (YES or NO)|(YES or NO) Premiums Title XVIII Title XIX Premiums Contract Funds Premiums
1.
2. .
3. Arizona.... ...NO..
4. Arkansas
5. California........ccovvvveevererireereeieren. ....NO
6. Colorado.. .|....NO..
7. Connecticut.. .|....NO..
8. Delaware.......... .|....NO..
9. District of Columbia ..NO
10, FlOMAa. .ccoovvveeeeeeec ..NO

.|....NO..
.|....NO..
.|....NO..

...NO

11.  Georgia
12.  Hawai..
13.  Idaho...

14.
15. ..NO
16. ...NO..

18, Kentucky.....oovveeveeerernrereccieis
19. Louisiana.

21. Maryland......
22. MassachusettS..........cccoververerrerncnenns

23, Michigan.........ccooeveveeeeriesiseeeiene
24, Minnesota....
25, MiSSISSIPPI......oevererreirriireieiieisieeinns
26, MiSSOU...ccvrivererereieiriesieceerecees
27, Montana........ccceveveevieeienesinseneins
28. Nebraska
29. Nevada
30.  New Hampshire.......cccooevevennini

31, NeW JErSeY....covivenerriereienennennns
32.  New Mexico.
33.  New York.....
34.  North Carolina..

............. 7047468 | ..o | s

.............. 5,380,517,261

Rhode Island...
41.  South Carolina.
42.  South Dakota...

46. Vermont...
47. Virginia.....
48.  Washington
49, West Virginia........ccooevererereeniencenens
50.  Wisconsin....
51, WYOMING.....coooveveeeeerereee e
52.  American Samoa...........cccceveerrreirnirenns

54. Puerto Rico......

55. U.S. Virgin Islands...
56.  Canada..........cccoovererieiieriieieieiiens
57. Aggregate Other alien
58. Subtotal
59. Reporting entity contributions for

Employee Benefit Plans e e XXX | e XXX oo [ e TABTBABT | ..oooeveeriereiieeiinins [ crreieiesinseisiesiens | sevsesssisssessnsssesesisnes | sesesessssessssssssssessens | sesessessessesssssssessesanses
60. Total (Direct BUSINESS).........ccoverreerrereerrees | cenee XXX....... () — 1. 5,455,095,728 |............. 7047468 | ..o 0. 227,347,847 | ..o (V) [ 0
DETAILS OF WRITE-INS

Explanation of basis of allocation by states, premiums by state, etc.

(a) Insert the number of yes responses except for Canada and Other Alien.
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Statement as of December 31, 2005 of the BLUE CROSS BLUE SHIELD OF MICHIGAN
SCHEDULE T - PART 2

INTERSTATE COMPACT PRODUCTS - EXHIBIT OF PREMIUMS WRITTEN

Allocated by States and Territories

Direct Business Only

1 2 3 4 5 6

Life Annuities Disability Income | Long-Term Care
(Group and (Group and (Group and (Group and Deposit-Type
States, Etc. Individual) Individual) Individual) Individual) Contracts Totals

ATIZONA. ..ottt ssr e AZ | o | | s | e [ e | e 0
ATKANSAS.....covovcieeicieeie it AR | oieirrineineineinees [ e [ e | e | censessenensesssesnees | e 0
CalifOrNI. ..ottt CA| e [ | s [ e [ e | e 0
{07010 =T o 1O CO [ e | e [ e [ s | e | e 0

© ©® N o o~ WD =

-~ 4 a2 A A oo
I

-
© ~

KENTUCKY ...ttt

-
©

Louisiana.

)
o
=
o,
=
]

N
=

MaYIANG. ...
MaSSACNUSELES........oucvriiiicireiese e s MA oo L e [ [ e | e 0
Michigan

NN
o d

Minnesota

N
o

MISSISSIPPI .vvevveveresrrseeserssssesesssss s sssses sttt ens MS | oo e [ e | e | e | s 0
MISSOUI.......vervavacvsvcvs et ssse s nee MO | oo [ e | e | s [ e | v 0

N NN
® N o

w N
o ©

New Hampshire.........cccocoevveriicinieeeee s NH | o L [ e | e | | v 0

w W
[

NEW JEISEY....cvuerirrrieersersesieiesses e ssesssssssssssessssssssssssssssssnssessessens NU | e e [ [ e | v | s 0
NEW MEXICO..o.vverreirviriesireisssesiesessses e ses st sssensns NM T o [ [ [ Lo | o 0

B A R B OB W OW W oW W W W
PO 20 ©0 NS0 R®

PN
o o

Vermont...

VITGINIB. oottt en
WaShiNGLON. ...t WA | s | cerreeneeneieessesneenees [ conseenessenesnsesessessenens | crneneesneensennssessessnnsses | sevseesnsesssseesssssssnessens | sesesemmessssessessesennd 0
WESt VIFgiNia........cocvvieeieicveieeiee e WV oo [ e | e | e | e essessssessens | veresisse s 0
Wisconsin....

1S I N NN
S © o N

WYOMING.....veiieiiieieie ettt

o o
=N

AMENICAN SAMOA........coiveveeieiieeisiecrseie e AS [ e | | e e | e | e 0

(S 0N S
o B w0
T @
c
gm
g 3
Zo
o
[SI
T
O C
o o

US Virgin ISIands..........c.vveueieiieiirieeie et VH oo [ e | e e | e | vevesinsesisnsnsend 0
CANAAA. ...t CN o [ s e [ e | e 0
Aggregate Other AlIBN........cccocuvvieeiciniiee e OT | eoveeerieerineenesiins [ e [ cessssssesseneinns | v | oo | o 0
TOAIS. ...ttt snsnenes | eeeienee et (U [T (V1N T (U [T O [ oo (U [T 0

(S0 IS
© N o
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Statement as of December 31, 2005 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

SCHEDULE Y - INFORMATION CONCERNING ACTIVITIES OF INSURER MEMBERS OF A HOLDING COMPANY GROUP

PART 1 - ORGANIZATIONAL CHART
Blue Cross
Biue Shisia

A nonprofit corporation and independent licensee
of the Blue Cross and Blue Shield Association

SUBSIDIARY & AFFILIATE ORGANIZATION CHART

BLUE CROSS AND BLUE SHIELD

OF MICHIGAN
EIN 38-2069753
NAIC 54291, Group 572

Accident Fund Insurance

Company of America
EIN 38-3207001
NAIC 10166, Group 572

Blue Care Network
of Michigan
EIN 38-2359234
NAIC 95610, Group 572

Blue Care of Michigan,
Inc.
EIN 38-2536979
NAIC 52037, Group 572

Health Care Exchange,
LTD.
d/b/a DenteMax

SelectCare
(32% Ownership)
EIN 38-2535306

EIN 38-2612298

Accident Fund National
Insurance Company
EIN 20-3058291
NAIC 12305, Group 572

BCN Service
Company
EIN 38-3134881

Accident Fund General
Insurance Company
EIN 20-3058200
NAIC 12304, Group 572

Blue Cross and
Blue Shield of
Michigan Foundation
EIN 38-2338506

BCN and BCMI*
Medical Malpractice
Self Insurance Plan

EIN 38-6561861

BCN and BCMI*
Stop Loss and Casualty
Self Insurance Plan
EIN 38-6561862

United Wisconsin
Insurance Company
d/b/a United Heartland

EIN 39-0941450
NAIC 29157, Group 572

* Blue Care Network of Michigan and Blue Care of Michigan, Inc. participate in these Plans for self-insurance purposes.
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